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US Pls have bo 


Remember how you used to worry about 


the finish on your car? Something was 
always happening to mar it. If it wasn’t 
the dog it was the children. If it wasn’t 
the children it was something else. Hot 
sun cracked it. Sleet and snow stole away 
its lustre. Wind and dust streaked it. 
And your trips to the “repaint” shop 
were as perennial as spring fever. 

Car finishes have come a long way 
since those days—but the finishes on the 
new models are going to be better than 
ever! They will be virtually scratch-proof, 
more durable, higher in lustre and show 
improved color retention. And all | 
cause they contain a new ingredient 


called Melamine. Metamine’ was just a 


CHEMISTS 


laboratory curiosity until its commercial 


introduction by Cyanamid early this year. 


Today it is recognized as a chemical of 


vast potentialities—only a few of which 

have been discovered. Surface coatings 

based on resins made from Mela- 

mine are more permanent, not 

only for cars but for refrigerators, 

stoves, outdoor signs, and many 

products. In plastics, Melamine 

resins set up new standards of resis- 

tance to moisture, heat, light, abra- 

sion, and other destructive forces. 
These are some of the uses already 

found for this unusual chemical. 

Chemists who examine its known 


reactions visualize in Melamine the 


BUILD NEW 


opening up of whole new fields for de- 
velopment through chemical synthesis. 

Melamine is another in an impressive 
list of Cyanamid contributions that are 


helping raise America’s living standards. 


American 
Cyanamid Company 


30 ROCKEFELLER PLAZA, NEW YORK, N.Y. 


INDUSTRIES 
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New sGqvala 


U.S. is pushing and is being pushed close to decisions that could mean war; 
that could quickly strain to a testing point the policy of "measures short of 
war." The decisions: To find new ways to help Britain in Europe; to use embar- 
goes and boycotts as a means of restraining Japan in Asia. The result: A formally 
announced German-Japanese-Italian military alliance aimed at United States; an 
open threat that a warlike American move in one ocean would bring war for U.S. 
in the other. 


2201 M Street, N. W. 
Washington, D.C. 











Essentially: The Japanese move reflects fear that U.S. is about to throw 
its immense weight into the scales of world struggle, that a British-American 
merger of interests is becoming real, that the latest export embargo is just a 
new start of economic sanctions. In effect: Japan agrees to fight the United 
States in the Pacific if American war-aid is given Britain; Germany-Italy agree 
to fight the United States in the Atlantic if America resists Japan's Far Eastern 
moves. The purpose: To immobilize this country with a threat of war on two sides 
at once; to lay the groundwork for a division of war spoils. 








* * % 


Will this latest move of the dictators succeed? It might, but more probably 
it won't. Certainly the move will not succeed if Britain keeps closed the gate- 
ways to the Atlantic. Certainly there will be more reason for U.S. to help Britain 
keep those gateways closed. The reason: So long as British sea control stands in 
the Atlantic, the United States can handle Japan adequately in the Pacific; can 
keep open vital Far Eastern supply lines. But: If Britain is unable to hold out 
then this country would be forced to give up its role in the Pacific; would be forced 
to crawl into the shell of hemisphere isolation. 








A point to remember: The first American concern and obligation is the Monroe 
Doctrine. Threat to that doctrine of hemisphere protection comes from Europe, 
not Asia. First defense line of this hemisphere is the British Navy. Any threat to 
that Navy will force a quick shift of the center of gravity and of power of the 
American Navy. The result: Aid to Great Britain remains a primary and growing 
concern for the United States; resistance to Japan is an important, but secondary, 
concern. 








Is it likely that Japan--to assist Germany--will now force a fight? Not 
likely, but possible. Why not likely? Because Japan already is strained near to 
the breaking point economically; because in war the United States might find many 
ways to increase the fighting power of China and to strangle Japan by blockade 
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at sea. Why possible? Because Japan may decide to strike at American rubber and 
tin supply sources in Malaysia to counter the American embargo on scrap iron and 
gasoline to Japan. 





If a fight started, would U. S. be prepared? At sea: Yes. Pacific war would 
be one of naval and air action; would find United States using vital British base 
at Singapore; would involve an attempt to destroy all Japanese sea trade; would 
reveal the American fleet to be more than a match for the Japanese. It would bea 
long, difficult war, fought 8,000 miles from home. But why fight? Why not pull 
out now to frustrate German attempt to tie the U.S. fleet to the Pacific? The 
answer given by diplomats: because U.S. buys more from the Philippines, Dutch 
Indies, Malay States than from all Latin America; because U.S. is pledged to de- 
fend the Philippines; because the fate of Australia and New Zealand are involved. 
This country and Britain are not ready to give up sea control at this stage; are 
ready to merge interests to resist aggressor nations. 











* % * 


Defense shortcomings will take on more and more importance in days and 
weeks just ahead. The reasons: Britain is urgently in need of more airplanes, 
more ships, more guns; United States is likewise urgently in need of more planes, 
more ships, more guns, if any bluffs are to be called. U.S. September plane de- 
liveries to Britain: under 300. September deliveries to U.S. Army and Navy: under 
300 combat planes. Army estimate of German plane production: around 3,000. 








Most to be expected is that American plane and tank and gun production will 
reach large-seale volume one year from now. Time lost in failing to take advan- 
tage of the lesson at Munich: two whole years. This Government, like the British 
Government, did not get busy until May 10, 1940. Consoling factors: Japan has a 
weak air force, a negligible air industry; United States Navy recently has been 
commissioning three new destroyers a week. Navy is in a high state of efficiency; 
is more than a match for Japan's Navy or for any German-Italian combination. 
Also: Britain continues to hold the front line; continues to stand up under Ger- 


man attack; continues to demonstrate that with heavy American aid she can avoid 
defeat. 








War developments will keep Congress from adjournment; will make less likely 
any but a short recess. Taxes: New excess profits tax, when finally voted, should 
be the final tax on 1940 corporation income, barring war. With war, further tax 
increase would be likely. Appropriations: All defense spending is accepted with- 
out much question. A $338,000,000 housing plan was accepted by Senate in two 
minutes, by House in less than an hour. Walter-Logan: A veto is waiting this bill 
to require uniform procedure in regulating business, if Senate passes it. 








* ** * 


Pressure for faster and faster arms production, for more and more plant 
increases, is to grow. The reason: War preparation is approaching an urgent 
status; is becoming of vital concern. Capacity already is strained in steel and 
in machine tools as well as in other less vital industries. Prospect now is that 
unless capacity is increased rapidly, the production rate in 1941 will average 
between 130-135 on FRB production index against present 125. 
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A FINER CAR IN EVERY WAY 


IT’S HERE—the day when you can step into a 
Cadillac and call it your own! It’s here, because 
Cadillac has lowered its base price by hundreds 
of dollars—and placed this new low figure on 
one of the finest cars ever built. 

Have you seen it? There’s never been a 
greater beauty—inside or out. The luxury of the 
Fleetwood interiors is indescribable. Nothing so 
rich has ever been seen in this price field! 

As for performance—well, this will give you 
an idea: Riding and handling ease are beyond 
comparison, and the Cadillac V-8 engine is the 
most powerful ever built! Few cars in the world 
can travel with the Sixty-One. 


GUNAE , 


But wait—there’s more! Economy, too, has 
been sensationally increased. The Sixty-One 
can compare economy records with cars built 
especially for thrift! 

Yes—if you’re going above a thousand 
dollars, you ought to buy a Cadillac. It’s the 
wise thing to do. 


* For the Cadillac Sixty-One Five-Passenger Coupe 
delivered at Detroit. State tax, optional equip- 
ment and accessories—extra. Prices subject to change 
without notice. A General Motors Value. 
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U.S.-BRITISH MERGER P 
War, actual and economic, is engulfing the whole 
world. Dictator-controlled nations are perfecting 
their working agreement and enlarging their 
plans for dividing the world among themselves. 
The result is that cooperation between the United 
States and Great Britain has reached the point 
of a virtual merger of interests. What is behind 
this development? What is the outlook for the 
future? Here in this article are the answers, pre- 
sented in orderly and simple style. 


CRISIS IN PACIFI( P. 10 
Japan started the wars of conquest by which the 
present era probably will be best remembered in 
history. She was on the warpath long before 
Hitler rose to power. Now she has made an al- 
liance with Germany and Italy, and by that 
action and the invasion of French Indo-China 
has forced almost to the breaking point her 
strained relations with the United States. This 
authoritative article tells how the crisis involv- 
ing this country and Japan has developed. 


100 STRANDED WARPLANES P. 1) 
France, before her collapse last June, was rapid- 
ly buying up-to-date American warplanes. The 
surrender found 100 planes at sea, bound for 
France aboard the French aircraft carrier Bearn. 
The carrier took refuge at the Island of Mar- 
tinique, French possession in this hemisphere, 
and is still there. This article tells of the inter- 
national complications that have resulted, par- 
ticularly since France is now an “ally” of Ger- 
many instead of England. 


YROWING PRESIDENTIAL POWERS P. 1 
A highly important function of Congress is to 
tell Presidents what they can do. Congress works 
only within the limits of the Constitution. In 
course of time, liberal powers have been granted 
to the President. During the New Deal period 
vast new powers have been delegated, and since 
the defense emergency arose many new ones 
have been extended. Just where does all this 
stand? What powers does the President now 
have? This revealing article gives the answers. 


WHERE DRAFT WILL BE |] I 

In thousands of American homes the thing of 
greatest interest now is the way the draft is going 
to work out. This article, based on information 


from official sources, shows that, since States are 
to be credited with the number of their voiun- 
teers, the draft will fall lightly on some States 
and more heavily on others. The Pictogram re- 
veals how the different States will be affected. 


STATE OF THE UNION r. 19 
This week we are presenting two unusual 
speeches, both delivered before the tenth anni- 
versary dinner of the Maurice and Laura Falk 
Foundation in Pittsburgh. The first address, by 
Alfred P. Sloan, Jr., deals with the struggles of 
private enterprise in the face of growing political 
barriers. In the other, Dr. Harold G. Moulton, 
president of the Brookings Institution, Washing- 
ton, D.C., discusses the threat of inflation. 


POPULATION SLOW-DOWN P.3 
A declining birth rate is making heavy inroads 
into the nation’s population growth. From trends 
shown by the 1940 census figures, forecasters 
conclude that the country is nearing its popula- 
tion peak. Is this a cause for concern? What ef- 
fect will it have on business and on the nation 
as a whole? The answers in this article are from 
the most reliable government sources. 


MEET JAMES FORRESTAI P. 41 
Key man in the Navy’s defense preparations is 
James V. Forrestal, recently appointed to the 
new post of Under Secretary, which makes him 
second in command to Secretary of the Navy 
Knox. Heretofore, he has kept in the back- 
ground. This article gives a close-up of the man. 
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of tthe Neues 


Funds for China, Embargo for Japan . . . Minimum Prices 


For Soft Coal .. . Billions 


Snags for American diplomacy in 
the Far East . .. Japan, in disregard 
of the Washington Government’s in- 
sistence on the status quo in the 
Orient, invades French Indo-China 
and signs military alliance with Ger- 
many and Italy . . Secretary of 
State Hull says announcement of the 
alliance merely makes clear a rela- 
tionship long known to this Govern- 
ment and that U.S. policy has been 
guided accordingly . . . Japanese For- 
eign Office insists Japan is not chang- 
ing her policy toward the U.S., is not 
abandoning hope of readjusting re- 
lations. 


xwensae 


President Roosevelt places embar- 
go, effective October 16, on export of 
all scrap iron and steel outside the 
Western Hemisphere, excepting Brit- 
ain... Action aimed at Japan, which 
obtained 91 per cent of those war ma- 
terials from U.S. in 1939 . . . Govern- 
ment, through Export-Import Bank, 
loans $25,000,000 to China to support 
resistance to Japanese invasion and to 
stabilize Chinese currency .. . Federal 
Loan Administrator Jones announces 
U. S. will obtain from China $30,000,- 
000 worth of tungsten to build up 
America’s stock of essential war ma- 
terials not produced in quantity here. 


xk * 


President Roosevelt, his defense ad- 
visers, and British diplomats confer 
on developments overseas, as German 
air forces continue attacks on Britain 
. . . British abandon siege of Dakar, 
west African coast port . .. French 
bombers attack Gibraltar ... German 
troops land in Finland. 


x*«ek 


Presidential order calls out 35,700 
National Guardsmen to report Oc- 
tober 15 for a year’s active duty, sup- 
plementing 60,500 guardsmen ordered 
to duty September 15 . . . The Presi- 
dent signs bill appropriating $338,- 
000,000 for construction of barracks 
for drafted men... creates a National 
Defense Communications Board to 


eRe 


for Arms Plant Expansion 


co-ordinate planning for effective use 
of radio, wire and cable communica- 
tions in national emergencies. 


e232 


Defense Commissioner Leon Hen- 
derson, in charge of price stabiliza- 
tion, hints at possible steps by the 
Government to halt price rises in cop- 
per, zinc and lead . . . suggests a con- 
ference of representatives of producers 
and large consumers. 

Minimum prices and marketing 
regulations, promulgated by the In- 
terior Department’s Bituminous Coal 
Division, August 14, become effective 
... Department says minimum prices 
will apply to all bituminous coal de- 
livered on or after October 1 by code 
members or distributors . . . Chair- 
man John A. Howe of the Committee 
of Bituminous Coal Producers says 
minimum prices will increase nation’s 
fuel bill by at least $44,000,000. 


xx«k 


National Defense Commission says 
a survey conducted through the Fed- 
eral Reserve System shows that com- 
mercial banks throughout the country 
stand ready to loan at least $3,000,- 
000,000 to manufacturers for emer- 
gency defense plant construction. 


x*k 


Excess Profits Tax Bill is threshed 
out in congressional conference to ad- 
just differences between two Houses 
. . . Senate passes House-approved 
bill to put about 200,000 federal em- 
ployes in the civil service . . . Chair- 
man Taylor of House Appropriations 
Committee estimates total appropri- 
ations this session about $16,800,000,- 
000, plus authorizations for $4,000,- 
000,000 more . .. House Banking and 
Currency Committee approves legis- 
lation to increase federal bank deposit 
insurance from $5,000 to $10,000, to 
decrease the assessment rate on in- 
sured banks and to authorize $5,000,- 
000 for an FDIC building in Wash- 
ington . . . House passes Senate bill 
imposing drastic penalties for peace- 
time sabotage in national defense. 
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1. What is a dividend ? 
In a mutual company such as Metropoli- 
tan, the premium paid by the policyholder 
is fixed at an amount somewhat greater 
than the company expects will be needed 
under normal conditions to pay for the cost 
of furnishing the insurance. This is a safety 
measure, in order to make sure that the 
company has on hand at all times sufficient 
funds to cover any unforeseen contingen- 
cies that may arise. 

The policyholder receives back, in the 
form of dividends, such amounts as past 
experience and present conditions indicate 
are not needed for the current cost of insur- 
ance or for the maintenance of the neces- 
sary reserve funds which assure payment 
of future policy obligations. Dividends are 
not usually available, of course, in the very 
early policy years. 


2. How are dividends arrived at? 
After premiums and interest from invest- 


ments have been credited ...after pay- 
ments to policyholders and beneficiaries, 
and expenses, have been met... after the 


reserve which is required by law to insure 
the payment of future obligations has been 


set aside...and after provision has been 
made for an extra safety fund (the maxi- 
mum of which is limited by law) ... any 


funds remaining are available for divi- 
dends. The company apportions and dis- 
tributes these funds to individual policy- 
holders in such a manner that the dividend 
on each policy represents the refund due 
on that policy for the particular year. 
3. Why do dividends sometimes fluctu- 
ate from year to year? 
When you read the answer to this question, 
you may wonder why dividends don’t fluc- 
tuate more! 
The actual cost of life insurance de- 
pends primarily on three factors: the claim 







































































Every day, hundreds of policyholders consult Metropolitan agents for services 


or information concerning their Metropolitan policies. Frequently the questions 
they ask have to do with dividends. 


rate among the policyholders, the interest 
earned, and the running expense of the 
company. Any material change in any of 
these factors may increase or may lower 
the actual cost of insurance. 

For instance, when a life insurance com- 
pany receives less in interest, insurance 
must cost more than it otherwise would. 
During the last ten years, there has been 
a substantial decline in interest income 
on most forms of investments available to 
life insurance companies. The savings re- 
sulting from a lower death rate and Met- 
ropolitan’s slightly lower expense rates 
(except for taxes) have not been sufficient 
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This is Number 30 in a series of advertisements designed to give the public a clearer 
understanding of how a life insurance company operates. Copies of preceding adver- 
tisements in this series will be mailed upon request. 
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to offset such reductions in interest earnings. 
As a result, the amount available for 

dividends, during the period of declining 

interest rates, has been reduced. 

4. In what manner may I use my div- 
idend? 


If you own an Ordinary life insurance pol- 
icy in Metropolitan, you may use your 
dividend in any one of four ways. 


(a) You can receive your dividend in cash. 


(6) You can apply your dividend toward 
the payment of premiums. 

(c) Except in the case of Term insurance, 
you can use your dividend to purchase 
additional paid-up life insurance. Any 
such insurance, purchased in this man- 
ner, will be added to the face amount 
which your present policy will have at 
death or upon maturity. 

(d) You can leave dividends with the Com- 
pany to accumulate interest. 

It is not feasible, of course, to make all of 

the above options available for Industrial 

or Group policies. 

No matter how you elect to use your 
dividends, the final result is this: dividends 
reduce the amount you pay for your life in- 
surance to the actual cost of providing it. 
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The National Week « « + 


THE UNOFFICIAL MERGER 
OF BRITAIN AND U.S. 


Necessity of Maintaining Vital Trade Routes a Mutual Problem 


Toward a firmer stand 
by America against 
aggression by dictators 


Fact: A merger of British and American 
interests is rapidly taking place through- 
out half of the world. British sea bases in 
the Atlantic are becoming American bases. 
American destroyers and warplanes are 
joining British forces. Canada is arranging 
to train pilots in southern United States. 
Australia is laying her cards on the table 
at the American State Department. The 
British make it clear that Singapore and 
the air and naval bases of Britain in the 
Pacific are open to American naval and 
air forces for the asking. The British 
fleet guards the sea gateways to Europe 
while the American fleet polices the trade 
routes to the Far East. Day by day it be- 
comes more difficult to tell where British 
interests leave off and American interests 
begin. 

Background: Anglo-Saxon peoples have 
controlled the world’s seas for 100 years 
and more. The British and American eco- 
nomic system= are a product of that con- 
trol and are dependent upon it. Today, 
Germany and Italy, in Europe, and Japan, 
in Asia, are seeking to break British- 
American sea control. One blow is being 
directed at the British Isles as the barrier 
guarding the gateway to the Atlantic 
through the English Channel and the 
North Sea. A second blow is being directed 
at Gibraltar on the West and Egypt on 
the East as the barriers guarding the out- 
lets to the Mediterranean. A third blow is 
poised by Japan in the Far East where 
penetration into French Indo-China 
threatens to outflank the Philippine Islands 
and to open the way for a jab at Singa- 
pore—key <o the defense of the rich Dutch 
East Indies, the British Malay States and 
Australia and New Zealand. The new Jap- 
anese-Italian-German military alliance is 
designed to coordinate these blows and to 
try to discourage the rapid merger of 
British and American interests. 

Meaning: The United States is forced 
to decide whether to join forces with Great 
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Britain to maintain control of the seas, 
and thereby of the world’s trade routes, 
or whether to go it alone and take a chance 
on Britain’s ability to fight three wars at 
once—at home, in the Mediterranean and 
in the Far East. To join forces with Brit- 
ain probably would mean war or what 
would amount to war as a means of retain- 
ing the role of boss of the world’s trade 
highways. To fail to join forces might 





- — 


Merging of British and 
American interests gains head- 
way. 

Lines form for struggle to 
maintain vital sea control. 

How the battle of Britain 
affects U.S. position in the Far 
East. 

An account of the forces at 
work fo decide the question | 
| of war or peace. 








readily mean British defeat and forced re- 
tirement of the United States into the 
shell of this hemisphere. 

Prospect: All signs point to more dar- 
ing in American policy, to greater readi- 
ness to take chances that involve crossing 
of the dictators, to calling of the bluff that 
the new German-Italian-Japanese military 
alliance involves, to war if necessary in 
order to support Britain in the continuing 
struggle for sea control. Navy Secretary 
Knox denies that any units of the American 
fleet are going to repair to Singapore. But 
the fleet will continue to operate out of 
Hawaii and the Philippines. Air and naval 
bases in Alaska are to be rushed with all 
speed. Another loan of $25,000,000 to 
China is going to help provide the Chi- 
nese Army with more arms. China with 
adequate arms can keep Japan busy. The 
embargo on export of scrap iron to all na- 
tions except Great Britain and the nations 
of this hemisphere effective October 15, is 


going to embarrass Japan. There will be 
no relaxing of the embargo on export of 
aviation gasoline, airplanes and tools to 
make airplanes. American effort will con- 
tinue to be directed at inducing the Brit- 
ish to open the Burma Road so that sup- 
plies may flow more readily to China. 
There is a possibility that 25 long-range 
American bombers will be transferred by 
the American Army to Great Britain. 
Government-owned merchant ships, not 
now in use, apparently are about to be 
sold to Britain. There is inside considera- 
tion being given to the question of an at- 
tempted Neutrality Act repeal once the 
election is over. 

Determining factor: Informed officials 
advise that the degree of firmness in the 
American opposition to Japan is going to 
depend upon the fate of Great Britain. 
If Great Britain is able to keep Germany 
bottled up in the North Sea and Italy 
bottled up in the Mediterranean, the 
United States will take whatever steps 
are necessary to restrain Japan from inter- 
ference with vital British-American inter- 
ests in the Pacific. 

The accompanying map shows how 
British and American interests are merg- 
ing in the Atlantic and the Pacific. The 
map also shows how vital is sea control 
if the British and American empires are 
to be held together and if the United 
States is -to protect the long sea lanes to 
its source of rubber and tin, 8,000 miles 
out in the Pacific. A corollary of sea power 
now is air power that is cutting time and 
distance on the earth’s surface. Poten- 
tially, the United States is the world’s 
greatest air power as well as the world’s 
greatest sea power. 

Where and how that power might be 
used will be determined by the moves that 
Germany and Italy and Japan now are 
cooking up, as well as by the moves that 
Great Britain and the United States will 
make in countering. The situation is 
this: British position: If the island home 
of the vast and scattered British Empire 
is to be made secure, help will be needed. 
The reason is that Germany retains air 
superiority and can go steadily about the 
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BRITISH AND AMERICAN 
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ARE MERGING 


Deal for Atlantic Bases 
May be Followed by Agreement 
on Policing the Pacific 
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business of destroying the British produc- 
tive machine that must provide weapons 
to fight battles all over the globe. To stand 
against Hitler’s air attacks, England will 
need to become an advanced military base 
—drawing supplies from across the seas 
and with the civil population as far as 
possible removed from danger. The one 
adequate source of supply is the United 
States. To tap that supply source ade- 
quately requires dollars and merchant 
ships and convoy vessels in greater volume 
than Britain may be able to marshal. To 
fight back at Germany and to battle Italy 
in the Mediterranean and to protect Brit- 
ish possessions in the Far East requires a 
larger air force and a greater number of 
warships than Britain can be sure of 
having. 


German-Italian position: Great riches 
of empire seem so near and yet so far. 
England might possibly be overcome in 
one grand smashing air attack and inva- 
sion. Then the pieces could be scattered, 
with richest portions of the British and 
Dutch empires falling under the wing of 
the United States or Japan. Hitler and 
Mussolini then would have conquered 
Europe to get little more than a headache 
for themselves. The result is that these 
two European dictators today are trying 
to divide the world before striking. They 
are promising to cut in both Japan and 
Spain on the spoils. They have France 
prostrate and the French African Empire 
under their thumb, as the British setback 
at Dakar in Senegal disclosed. They have 
their eyes on the riches of the Dutch Indies 
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and British Malay States. They regard 
Latin America as a special future preserve. 
But: Without sea control, this division of 
world spoils is a dream. The British Navy 
today is the barrier. 

Japanese position: The same dreams of 
empire influence all actions and decisions. 
This time it is the American Navy and 
naval air force that is the barrier. When 
Japan this past week moved into French 
Indo-China she tested American patience 
once again. She is edging to circle back of 
the Philippine Islands and to get set to 
grab the Dutch Indies and British Malay 
States if opportunity offers. She also wants 
one more avenue of attack upon China. 
But Japan, economically, is described as 
very weak. Her army is occupied in China. 
Her navy is without a modern air arm and 
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is of questionable strength when operating 
far from home base. She dare not risk 
war with the United States if there is the 
slightest chance that the American Navy 
can continue to concentrate its force in 
the Pacific. The purpose of the new 
Japanese-German-lItalian alliance is to try 
to tie the American fleet to the Pacific 
while Germany and Italy try to break 
through to the Atlantic. 

Such is the way officials here analyse the 
position of the world powers other than 
the United States. That leaves the big 
question of America. 

American position: There is every sign 
that the course of the world will be deter- 
mined by decisions being forced upon this 
country. Those decisions concern the ex- 
tent and character of American aid to 
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Great Britain. The inside view is this: If 
Great Britain can be given sufficient as- 
sistance to enable her to stand off Hitler 
in Europe, and Mussolini and Franco in 
the Mediterranean, the United States can 
hold Japan in check, fighting a war if 
necessary to perform that task. But: If 
Great Britain is unable to hold out when 
the real attack is made, then there will be 
no alternative other than a_ withdrawal 
from the Far East in order that this coun- 
try may concentrate upon the problem of 
protecting vital interests in this hemis- 
phere. 

The obvious desire of the White House 
and of the State Department is to con- 
centrate upon aid to Great Britain. The 
reason is that, if Great Britain stands, 
control of the seas will continue to lie in 


the hands of a British-American combi- 
nation. Japan, Italy and Germany will re- 
main bottled up. If Britain falls, the 
United States would be left alone with 
enemies on two sides, dominating the world 
trade routes. 

Today’s merging of British and Ameri- 
can interests is to be read in that light. 
The next steps in that merger are taking 
shape. Others may follow rapidly once the 
restraining influence of a national election 
is removed. In the end—not too far away— 
Britain may need Neutrality Act repeal, 
use of American naval vessels for convoy 
purposes, and assistance of the United 
States air force in carrying the war to 
Germany. 

In the end, if England holds, Japan 
would face a day of reckoning. 
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BEHIND U.S.-JAPANESE CRISIS 


‘New Order’ in Orient Develops a Growing Conflict With Our Interests 


Moves and counter-moves 
in struggle for sources 
of vital raw materials 


On Jan. 7, 1932, Henry L. Stimson, then 
U.S. Secretary of State, warned that Japan 
had launched a program of expansion that 
jeopardized the peace of the world. On 
that day he announced an American policy 
of refusing to recognize territorial gains 
made by any country through conquest. 
It was a diplomatic maneuver to discour- 
age the war that Mr. Stimson saw in the 
offing. 

On Sept. 27, 1940, Mr. Stimson, now 
Secretary of War, had proof of the ac- 
curacy of his forecast. Fires of war had 
inflamed Europe, were burning in China 
and threatened to the United 
States. For, on that day last week, Ger- 
many, Italy and Japan announced a mili- 
tary alliance, an alliance that Secretary of 
State Cordell Hull considers a menace to 
this country. 


scorch 


A Culmination of Events 

This alliance culminates a long series of 
events that began late in 1931 when Japa- 
nese armies invaded the Chinese province 
of Manchuria. Between the dates of Secre- 
tary Stimson’s protest and Secretary Hull’s 
recognition of a “menace” Japanese-Amer- 
ican differences have gradually been wid- 
ened, until they now may be stretched to 
the breaking point. 

Little more than a after Mr. 
Stimson’s protest, Japan moved into North 
China, but this advance passed without a 
protest from the American State Depart- 
ment. In 1934, in fact, Secretary Hull and 
Foreign Minister Hirota exchanged cordial 
expressing mutual 
peaceful relations. This gesture of friend- 
ship lasted just six weeks. On April 17, 
1934, the Japanese Foreign Office an- 
nounced “special responsibilities” in East 


vear 


notes eagerness for 


Asia and warned other nations against as- 
sisting Chinese resistance. On April 29, the 
State Department replied mildly that this 
Government could not concur in Japanese 
policy. In December, Japan abrogated the 
Washington naval treaty of 1922, when 
the celebrated 5-5-3 compact was signed. 


The present Sino-Japanese war began on 
July 7, 1937, when the shooting started on 
Peking’s Marco Polo Bridge. From that day 
on Japanese-American relations steadily 
have grown less friendly..When President 
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Roosevelt made his Chicago “quarantine” 
speech in October, 1937, he doubtless had 
Japan as well as the Axis in mind, and a 
vigorous State Department protest followed 
the bombing of the U.S.S. Panay on Dec. 
12, 1937, when two Americans were killed. 

A year later, Foreign Minister Arita re- 
peated Japan’s intention to establish a new 
order in East Asia. The United States re- 
plied with another diplomatic protest, and 





SECRETARY OF WAR STIMSON 
As Secretary of State, he foresaw 


backed up its attitude with a $25,000,000 
commercial credit to China. Still Japan re- 
fused to modify her policy. On Feb. 10, 
1939, Japanese forces occupied strategic 
Hainan Island off the French Indo-China 
coast and in May began to apply pressure 
against foreign concessions in China. Japa- 
nese troops occupied the International 
Settlement at Kulangsu, but withdrew 
when the United States, Great Britain and 
France promptly landed marines. 

The United States bared its claws on 
July 26, 1939, when it served notice that 
the commercial treaty with Japan, negoti- 
ated in 1911, 
months hence. 


would be abrogated six 


This action was followed 
by the vigorous speech delivered in Tokyo 
on Oct. 19 by U.S. Ambassador Grew. The 
Ambassador stated frankly that to Amer- 





icans “the new order in East Asia has ap- 
peared to include depriving Americans of 
their long-established rights in China.” 

Meanwhile agitation was growing for an 
embargo of American war materials to 
Japan. Unofficial boycotts followed the 
bombing of Shanghai in 1937 and a “moral 
embargo,” proclaimed by the State De- 
partment in the summer of 1938, stopped 
American shipments to Japan of airplanes 
and all weapons of war. 

And, meanwhile, war had broken out in 
Europe. Japan seized the opportunity to 
renew her aggression. After the Nazi 
armies swept through Europe and assaulted 
the British Isles, Japan quickly demanded 
and got concessions in French Indo-China 
and persuaded the British to close the 
Burma Road, over which supplies were 
flowing to Chinese The United 
States replied by clamping licenses on a 
growing list of essential supplies to a war 
machine. 


forces. 


The Invasion of Indo-China 

Then Japan invaded French Indo-China 
and the fat seemed to be in the fire. Presi- 
dent Roosevelt proclaimed an embargo of 
all types of scrap iron, and Japan coun- 
tered by signing the treaty of alliance with 
Germany and Italy. 

These latest developments have raised 
important questions for America. What 
is causing the clash between Washington 
and Tokyo? What is America’s stake in 
the Far East? 

Most immediate cause for dispute is 
Japan’s threat to take over the British and 
Dutch East Indies, this 
country’s vital supplies of rubber and tin. 
The country could be weakened consider- 
ably if these supply lines were broken. 
Also important are the tungsten, quinine, 
fibers, pepper and spices that this country 
gets from Asia. 

Also apparent is a fundamental dif- 
ference in world policy. Japan frankly 
seeks to impose a new order in Asia, an 
the United States 
effectively would be closed. This country, 
on the other hand, has long insisted upon 
equal opportunity to trade and develop 
China, and in promoting that policy has 
established important commercial interests 
in the Orient. 

And in the background is the hope that, 
if war continues in Europe, Japan can 
not long continue to fight in Asia if de- 
prived of American raw materials. 


whence comes 


order from which 
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100 Stranded Planes: 
A Puzzle for America 


Possible Threat to Hemisphere Seen in French Craft at Martinique 


Seeking a way to release 
aerial fleet for use of 
Great Britain or U.S. 


This is the strange story of nearly 100 
American warplanes. These planes are 
needed almost desperately by the British. 
They would make a welcome addition to 
the defense forces of the United States, of 
which—so the story goes—they once were 
a part. 

As it is, the planes are stranded. They 
lie unused, even as a possible future threat 
to Britain and the United States, aboard 
the French aircraft carrier Bearn, in the 
Fort-de-France harbor of Martinique. Un- 
less and until repossessed, there always is 
the chance that the late-model American 
warplanes may escape and find their way 
into use against American interests. 

The consequence is an embarrassing 
situation for this Government. It is a 
situation that is getting increased atten- 
tion and one that may see early action to 
bring about its removal. It is part of what 
already has been an embarrassing situa- 
tion, as American-made planes—maybe 
some of them transferred from the air 
fleets of the U. S. Army and Navy—have 
been captured by the Germans and used 
against the British Isles and acquired by 
France and used against British Gibraltar. 

The story starts with President Roose- 
velt’s decision to speed American aid to 
the British and French, even though it 
involved some sale of planes from the 
Army and Navy air forces. 

Shortly before Germany forced the mili- 
tary collapse of France, the French air- 
craft carrier Bearn, escorted by a French 
cruiser and two destroyers, steamed into 
the harbor at Halifax. Quickly a cargo of 
American warplanes, reportedly late-model 
attack planes and dive bombers from the 
American Army and Navy, together with 
some new attack bombers, were taken 
aboard and the race was started for home. 
Two days at sea and France collapsed. Un- 
der orders, the Bearn and her escorts scur- 
ried to the nearest haven flying the tri- 
color, which was the ample harbor of 
Fort-de-France. 

There the Bearn took refuge, guarded 
by her escort and by other French war- 
ships operating in the Caribbean. Immedi- 
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Stranded, her brood of 100 planes is causing embarrassment 


ately problems appeared. If these ships es- 
caped and reached France, Germany 
would get the American planes. Britain 
set up a watch of the port and there was 
threat of a naval clash in the Caribbean 
—an American lake. The United States 
Navy, in turn, started to watch both the 
French and British. Finally, Admiral John 
W. Greenslade, of the United States Navy, 
dispatched to the scene, arranged to have 
the French warships demilitarized by dis- 
missing their crews and removing breeches 
from their guns. 

But the strange problem of the Ameri- 
can warplanes remained unsolved. 

Martinique is a small island in the Car- 
ibbean, close to South America, and on a 
direct route to the Panama Canal. It is 
believed that the planes stranded there 
are largely of rather short range and not 
a serious potential threat to any American 
interests even if an attempt to use them 
should be made by French or possibly Ger- 
man pilots. But the planes nonetheless 
represent an embarrassment to this Gov- 
ernment and are of great potential value 
to the British. 

Consequently, Great Britain now is 
claiming that under an agreement with the 


French Government she was empowered 
to take over all French contracts for mu- 
nitions which had been made in the Unit- 
ed States. The British claim that under 
this contract the warplanes now lying on 
the Bearn rightfully belong to Britain, al- 
though paid for at time of delivery by the 
French. 

There now are reports that the planes 
are to be rescued and are to be flown back 
to the United States for transfer to the 
British. Britain’s need for them is de- 
scribed as “urgent.” Even if Britain did 
not need them, the United States Army 
and Navy are not overburdened with late- 
model aircraft and could find very good 
use for the planes in their squadrons. 

Partly as a result of this experience, the 
United States Government recognizes a 
new factor in the transfer of equipment 
from American fighting forces to the Brit- 
ish. This recognition is seen in the agree- 
ment with Britain that, in event of Ger- 
man success, American destroyers trans- 
ferred to Britain shall not find their way 
into German hands for possible future use 
against this hemisphere. An agreement of 
that kind would be important, too, in any 
transfer of long-range bombers to Britain. 
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GROWING POWER OF THE PRESIDENT 


Peace-Time Authority Exceeds That of Any Former Holder of Office 


Defense program serves 
to spur tendency Congress 
started during depression 


Today—in the time of peace—President 
Roosevelt can exercise more power than 
President Wilson possessed during the 
war years of 1917 and 1918. Congress has 
vested in him more authority than it has 
ever given any other President. 

If he were disposed to exercise his 
authority to the full, scarcely an individual 
or business in the «.- ntry could escape 
the President’s will. He can now call into 
military service any resident between 21 
and 35 years of age; he can make a factory 
accept a contract and 
compel him to complete that order ahead 
of all others; he can seize and operate a 
factory if the owner balks. 

He can do more than this. He has 
power to shunt the shipment of raw 
materials from a manufacturer without a 
defense contract to a manufacturer with 
a contract. He can tell exporters what they 
can sell abroad and where they can sell it. 
He can even prohibit them from selling 
anything outside the nation’s borders. He 
can negotiate contracts without calling 
for competitive bids; he can build fac- 
tories with government funds, and either 
operate them as government enterprises 
or lease them to private managers; he can 
loan businessmen money to expand plants 
and he can train workers to man them. 

All these things the President may do 
under specific authority given by Congress. 

Congress began to increase the Presi- 
dent’s authority in 1933 to permit him to 
deal with the business depression. Under 
the Emergency Banking Act of that year, 
for example, the President was empowered 
to regulate or prohibit foreign exchange 
transactions, credit transfers and the ex- 
port of gold or currency. Under the Securi- 
ties Act of the next year, he was given au- 
thority to close stock exchanges, and, in 
the same year, the Communications Act 
authorized him, in an emergency, to take 
over or regulate the nation’s radio, tele- 
phone and telegraph systems. In 1936 the 
President received power under the Mer- 
chant Marine Act to requisition ships in 
time of war. 

Since last January the tendency of Con- 
gress to delegate more authority to the 
President was speeded in the interests of 
national defense, and since June a decid- 


owner defense 
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ed emphasis in this direction has been not- 
ed. The President is calling into active 
service the National Guard and the Re- 
serve Corps when there is neither insur- 
rection nor war, and for the first time in 
history he has power to select from the 
nation’s man power 900,000 men between 
21 and 35 and give them a year of mili- 
tary training. Authority to commandeer 


~~. 








—Harris & Ewing 
ROOSEVELT ...ND WILSON 
The 32nd Presiden* listened to the 28th 


plants and establish priority in production 
and delivery of defense materials also is 
recent. 

President Wilson was given authority 
under the National Defense Act of 1916 
to requisition plants and establish priori- 
ties, but he could not exercise these pow- 
ers until Congress declared war against 
Germany in 1917. As Commander-in- 
Chief of the Army and Navy, under the 
Constitution, the President has broad au- 
thority over the nation’s resources and 
man power in time of war. How far this 
authority extends has never been clearly 


defined, but in 1866 the Supreme Court 
held there are limits. 

However, until the present Adminis- 
tration, no President ever has received 
such vast defense authority in advance 
of actual war. Nevertheless, Presidents 
have used their power. President Wilson 
sent warships to Vera Cruz and ordered 
troops into Mexico without specific au- 
thority from Congress, and in 1917, when 
he asked Congress for authority to arm 
merchant ships, he advised that he already 
had general power to exercise such author- 
ity. This authority he exercised when a 
Senate filibuster defeated his bill. 

The President acted in the same man- 
ner when he transferred 50 navy destroy- 
ers to the British without seeking au- 
thority from Congress. And before Con- 
gress granted permission to dispose of 
surplus war material last June, the Presi- 
dent had “exchanged” many airplanes and 
guns that went to England and France. 

President Lincoln assumed broad pow- 
ers as Commander-in-Chief of the Army 
and Navy when the Civil War began. 
Fort Sumter was fired upon in April, 1861, 
but Congress was not called into special 
session until July +. Meanwhile, Lincoln 
had called for 75,000 volunteers and had 
ordered the Regular Army and Navy into 
action. When Congress convened, a law 
was adopted specifically approving the 
steps the President had taken to suppress 
rebellion. Throughout the Civil War, how- 
ever, Lincoln acted independently. He 
ignored various federal court orders and 
issued the Emancipation Proclamation 
without authority from Congress. 

On the statute books, however, are a 
number of acts that can be applied in an 
emergency when war is threatened. It 
was under a 1906 law, for example, that 
the President acted a year ago to increase 
the size of the Army, Navy and Marine 
Corps to full peace-time strength, al- 
though he had no funds specifically ap- 
propriated for the purpose. The law reads 
that such actions cannot be taken “except 
upon the happening of some extraordinary 
emergency or unusual circumstance. . . 

To justify this action and to invoke 
other powers, the President on September 
8, 1939, proclaimed a “limited emergency.” 
He has acted under this emergency 
through the past year, and many of the 
laws adopted recently, extending his au- 
thority, specifically refer to this procla- 
mation, basing the increased power upon it. 
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Starting Draft Machinery, 
Meeting a Far East Threat 


Chief Executive Issues Rules for Conscription, Calls 


Additional Guardsmen, 


A conference with British 
diplomatic representatives 
on Japanese-Axis partnership 


The chatelaine of Hyde Park, N.Y., 
Sara Delano Roosevelt, began her 87th 
year last week in company with three 
generations of offspring. Among them 
were three Franklins. The most illustri- 
ous, Franklin I, was the first to leave the 
family celebration. 

For him, last week was an arduous one. 
At Hyde Park and later at the White 
House in Washington his desk became the 
receptacle for an ever-increasing number 
of documents, memoranda, notes, each 
demanding action necessary to the de- 
fense of the nation. Topping this was the 
added pressure of his campaign for re- 
election to a third term as President. 

Within the week Franklin Roosevelt had 
dug deep into the backlog of work. 


Placing Draft in Effect 

He put into effect the country’s first 
peace-time draft by prescribing minutely 
detailed rules to guide an army of civilians 
in handling the conscription of men. He 
sent letters to the 48 governors request- 
ing them to set up the selective service 
machinery in their States, which is to be 
manned by volunteer, unpaid workers. 

Later he confessed to reporters that he 
had not read the complete draft regula- 
tions but had had them briefed for him. 

He created a National Defense Com- 
munications Board to co-ordinate plan- 
ning for effective use of radio, wire and 
cable communications in time of war. To 
man this board he picked as chairman 
James L. Fly, chairman of the Federal 
Communications Commission, and, as 
members, Maj. Gen. Joseph O. Maubergne, 
Chief Signal Officer of the Army; Rear 
Admiral Leigh Noyes, Director of Naval 
Communications; Breckenridge Long, As- 
sistant Secretary of State in charge of in- 
ternational communications, and Herbert 
E. Gaston, Assistant Secretary of the 
Treasury in charge of the Coast Guard. 

He called up 35,700 additional Na- 
tional Guardsmen for active duty begin- 
ning October 15. 

He embargoed the export of iron and 
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Embargoes Iron, Steel Scrap 


steel scrap except to western hemisphere 
nations and to Great Britain. 

The steel scrap embargo was the Presi- 
dent’s immediate answer to one of the 
most ominous events of his administration 
—disclosure of a military alliance be- 
tween the European Axis partners, Italy 
and Germany, and their Asiatic collabo- 
rator, Japan. 

At the week’s end, President Roosevelt 
was conferring with British diplomatic 
representatives in this country, with the 
Cabinet and with the highest ranking of- 
ficers in charge of the nation’s defenses 
concerning the new anti-democratic axis. 


Whe President's Week 








new Recorder of Deeds building in Wash- 
ington, he received a pledge from Negro 
representatives of their undivided sup- 
port in defending the country. 

A “flying squadron” of advocates of 
immediate further aid to Great Britain 
conferred with Mr. Roosevelt, and their 
leader, Chester Rowell, editor of the San 
Francisco Chronicle, reported later that 
they were “enthusiastically encouraged.” 

The entire week produced only one non- 
defense moment, when representatives of 
the Committee for the Celebration of the 
President’s Birthday came to the White 
House to report that the 1940 campaign 
had produced a net total of $1,407,245.74 
for the “Fight Infantile Paralysis” fund. 

Other presidential visitors during the 
week included Senator Gillette, chairman 
of the Senate campaign investigating com- 
mittee; Senator Wagner (Dem.), of New 
York; George Biddle, brother of the Solici- 
tor General; Admiral Greenslade; Ambas- 
sador Bullitt; Admiral Richard Byrd; Volta 
Parma, former curator of the Library of 


Congress rare book division; Edward 
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HYDE PARK MATRIARCH AND OFFSPRING 
Sara Delano Roosevelt with three Franklins 


Earlier, a presidential message to the 
22nd convention of the American Legion 
had warned that “whether we like it or 
not”, the wars in Europe and Asia consti- 
tute a threat against the peace of the en- 
tire world. 

On the occasion of a_ three-minute 
extemporaneous speech delivered as part 
of the ceremony of breaking ground for a 


O’Neal, president of the Farm Bureau Fed- 
eration; Charles Roeser, oil producer, of 
Fort Worth, Texas. 

On the President’s future book is a ten- 
tative program to inspect defense pro- 
duction in the Pittsburgh area and Ohio. 
An invitation to attend a radio station 
opening at Cincinnati probably will be 
declined. 
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THE FINAL DRIVE FOR VOTES 


Closing Month Finds President Confident; Mr. Willkie Aggressive 


The Republican candidate’s 
extensive speaking tour. 
Effect of defense orders 


The presidential campaign swings into 
its final month with Wendell Willkie cam- 
paigning furiously through the big pivotal 
States of the North and East, while Presi- 
dent Roosevelt confidently cultivates the 
impression of giving little notice to poli- 
tics aside from an occasional defense in- 
spection tour in a doubtful State. 

The New Dealers are passing out word 
that earlier plans for the President to 
make a quick swing westward in the final 
two weeks before election are being aban- 
doned as “unnecessary.” 

Under the stimulant of national defense 
orders, business is improving every day, 
and it is almost axiomatic in politics that 
improving business helps the Administra- 
tion in power. 


Effect of Defense Orders 


By virtue of the fact that the nation’s 
industrial plant is located in pivotal States, 
the big volume of defense orders is con- 
centrated in California, Illinois, Michigan, 
Ohio, Pennsylvania, Delaware, New Jer- 
sey, New York, Connecticut, Rhode Is- 
land and Massachusetts. This means that 
in those States the greatest effect is being 
felt. 

This situation, aided by the confidence 
engendered by the Gallup poll, the oppor- 
tunity for a move against Japan in the 
embargo on scrap iron and steel, and the 
possibility of further dramatic support 
for Great Britain through sale of long- 
range flying fortresses, all contribute to 
the New Deal optimism. Each time in 
the past, after important action in foreign 
affairs, President Roosevelt’s popularity 
in the nation has risen. The destroyer- 
bases agreement was no exception, and, to 
the politically minded, future actions of 
this type are not expected to be. 

Nevertheless, in the face of these devel- 
opments, Republican belief that the cam- 
paign is far from settled and that their 
party still has a good chance to win has 
been increasing since the slump of mid- 
September. 

Wendell Willkie, in the opinion of some 
observers, has been making a steadily 
growing impression as his campaign tour 


has swung from the relatively hostile 
Southwest and West to the friendlier 
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North and East. Republicans believe that 
his radio delivery has improved materially, 
that the structure and content of his 
speeches have been better designed for 
political response, and look forward hope- 
fully to numerous future events which 
they believe are likely to strengthen the 
Willkie position. 

Among these are: 

1. A campaign speaking tour by Thom- 
as E. Dewey, New York’s racket-busting 
District Attorney, in which he will attack 
Democratic city machines. Mr. Dewey 
has a large popular following which might 
easily have led to his nomination for presi- 
dent had he been older and more experi- 
enced. 

Mr. Dewey made his first speech of the 


campaign as keynoter at the New York 
State Republican Convention last week. 
He is expected to follow this with speeches 
in every city where an important Demo- 
cratic machine exists. High spots of the 
attack will be the Pendergast political 
machine in Kansas City, the Kelly ma- 
chine in Chicago, the Hague machine in 
Jersey City, and the Bronx machine 
of National Chairman Edward J. Flynn 
in New York. 

Republicans are counting heavily on 
this series of attacks to focus attention on 
the vulnerability of some of the chief 
backers of a third term for President 
Roosevelt. 

2. The activity of the Democrats-for- 
Willkie organization, which is going into 
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WHEN TWO CAMPAIGNS MEET 
The impression of giving little notice to politics 
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an intensive campaign with the beginning 
of October. 

In 1936 the Democratic bolting was 
limited to a few big-name Democrats, 
and was principally a paper workout, as 
no organized activity ever developed. 

This year there are hundreds of Demo- 
crats-for-Willkie clubs consisting princi- 
pally of people who are not known nation- 
ally but are well known in their own 
communities. During October they will be 
conducting door-to-door canvasses, buying 
time on local radio stations, signing paid 
advertisements in newspapers, and general- 
ly working under organized direction. Mr. 
Willkie will speak once or twice under their 
sponsorship, and a Democrat Veterans-for- 
Willkie Committee is being set up. 

Indications are that this campaign, in- 
stead of being concentrated in the South 
where Willkie has negligible hope to win 
electoral votes, will be directed chiefly 
toward the 37 other States, and particu- 
larly toward the most doubtful of these. 

3. The situation developing in New 
Jersey where the Republican legislature is 
seeking to force voting machines into the 
Hudson County stronghold of Mayor 
Frank Hague. 

Legislation requiring installation of the 
machines by the State has been passed 
over the Governor’s veto and an investi- 
gation by the U.S. Senate Campaign Ex- 
penditures Committee into alleged regis- 
tration irregularities in the Mayor’s baili- 
wick has been set for Oct. 15. 

+. Mr. Willkie’s own personal campaign 
plans which involve twenty major speeches 
during October and unrelenting activity in 
each of the doubtful States of the big 
Northern and Eastern battleground in 
which the election will be decided. 

Instead of taking the conventional rest 
after his strenuous two-weeks Western 
trip, Mr. Willkie again turned West to 
Detroit and immediately began a new 
tour taking him to Toledo and Cleveland, 
Pittsburgh, several cities in up-state New 
York, and New England. 

In the intervening weeks before the 
election, Mr. Willkie’s personal campaign 
will carry him into almost every city of 
consequence in all the doubtful States. 
At the end of it he will have been seen 
and heard by more people than any other 
presidential candidate in recent years. 

In the latter half of his Western trip 
his speeches in San Francisco on foreign 
affairs (quoting Winston Churchill against 
the New Deal), on power in Portland, on 
labor in Seattle, and on agriculture in 
Omaha were regarded by his supporters 
as the most effective he has delivered. 

Although President Roosevelt remained 
close to Washington and devoted his main 
attention to national defense and foreign 
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THOMAS E. DEWEY 
A wide popular following... 


affairs, this did not mean absence of ac- 
tivity in his behalf. 

Practically all the politicians agree that 
the election will be decided by the inde- 
pendent vote which shifts from party to 
party from year to year. To help corral 
this vote for the Chief Executive, a 
National Committee of Independent Vot- 
ers was organized. 

A group of about thirty met in the Sen- 
ate office of George W. Norris of Nebraska. 
They elected Norris Honorary Chairman, 
and Mayor La Guardia of New York as 
Chairman. Thomas G. Corcoran, a mem- 
ber of the group, resigned from the gov- 
ernment pay roll to assist the executive 
officers in their campaign. Afterward they 
went to the White House, told the Presi- 
dent of their action, and 
thanks for their support. 

Out in the Midwest, Henry A. Wallace, 
Democratic candidate for Vice President, 
is carrying on an energetic campaign for 
farm votes. In an Iowa speech just preced- 
ing Mr. Willkie’s at Omaha, Mr. Wallace 
said that, in spite of the Republican can- 
didate’s pledge to maintain the benefits 
obtained by agriculture during the last few 
years, “the truth is that the dominant ele- 
ments of the Republican Party have been 
against the farmer for the last twenty 
years and are against him today.” He called 
attention to the fact that during the cur- 
rent session 106 Republican members of 
the House voted against commodity loans, 
while only 38 supported them. 


received his 
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THOMAS G. CORCORAN 
. +» is what he left his job to get 


Another attempt to label the Democrats 
as the “war party” was made by Repre- 
sentative Bruce Barton, Republican nom- 
inee for the Senate from New York, who 
said that the New Dealers were not saying 
“if” we get into war, but “when” we enter. 
He raised the question of possible action 
in the Far East and asked “whether you 
want your boys to die for dear old Dong 
Dang” in Indo-China. 

Mr. Barton’s nomination to contest for 
the Senate seat held by James M. Mead 
brought additional confidence to the Re- 
publicans on the situation in New York. 

President Roosevelt revealed that, fol- 
lowing his usual custom, he has already 
placed the sealed envelope in his desk in 
which he predicts the outcome of each elec- 
tion. Laughingly, he told newspaper cor- 
respondents that he always understates the 
result. 

At his press conference he radiates cheer 
and political innocence. When he outlined 
his inspection trip to the Aberdeen Prov- 
ing Grounds, the Glenn Martin aircraft 
factory and Camp Meade, he was asked if 
there was political significance involved. 

“Political significance,” he asked? Tell- 
ing correspondents to figure it out for 
themselves, he added that he couldn’t. 

But whether he goes by routes that take 
him before the crowds or not, those about 
him know that the newsreels of the Presi- 
dent looking up at big guns and airplanes 
make a good impression in the movie 
houses. 
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ESTIMATED NUMBER OF CONSCRIPTS 
FROM EACH STATE DURING FIRST YEAR OF DRAFT 
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The first draft of men for compulsory military service 
is not going to fall evenly upon the individual States 
of the nation. 

In some States a very small proportion of the young 
men who register will be ordered to report for one year of 
service. In other States a rather large per cent of those 
who register, and who are eligible for service, will be 
ordered out for duty. 

The reason for this difference grows from the fact that 
the draft law credits each State with the number of men 
who volunteer for the Army and Navy. A State with a 
large percentage of volunteers will have a small per- 
centage of drafted men, and vice versa. 

The estimated number of men likely to be drafted 
from each State in the nation is shown in the Pictogram 
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above. This determination of where the first year’s draft c 
of 800,000 men will come from is arrived at through use . 
of an unofficial, but approved, formula. fi 
Disclosed is the fact that there actually may be no 
draftees in the States of Kentucky and Idaho. There is 
only one chance in fifteen, or less than one in fifteen, that el 
any registrant under the draft, eligible for service, will be N 
called from the States of Kentucky, Idaho, Oklahoma, P 
Texas, North Carolina, Colorado, Georgia, Alabama and el 
West Virginia. This is because many young men are K 
volunteering for service from those States. gi 
On the other hand, in several States the proportion of ny 
those registering October 16 who will be called to service D 
is much higher, Approximately one out of every five 
registrants, not exempt under the law, will probably be fi 
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called during the course of the year in the States of New 
York, New Jersey, Ohio, Michigan, Illinois and Cali- 
fornia. 

Then there are others in between. 

In nine States the draft will take about one in ten 
eligibles. These States are Tennessee, Wyoming, Maine, 
Nevada, Nebraska, Utah, Oregon, Connecticut and 
Pennsylvania. In the remaining States the proportion of 
eligibles called will be about one in six. Those States are 
Kansas, Missouri, New Hampshire, Washington, Vir- 
ginia, Arizona, Mississippi, Massachusetts, Louisiana, 
Montana, Vermont, Indiana, South Dakota, North 
Dakota, New Mexico and Iowa. 

Congress accepted the theory that each State should 
furnish to the nation its proportionate share of man 
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power in relation to total population. Each Governor 
will apply the same policy in assigning quotas to counties 
and cities. Decision was made that this share should in- 
clude those who volunteer, so that States furnishing a 
large number of men on a voluntary basis would not be 
required to supply the same proportion of drafted men 
as those States which were supplying fewer volunteers. 
The result is that those registering in each community 
can estimate their chance of being called by the number 
of volunteers joining up. 

It is apparent from the Pictogram that the impact of 
the draft, during its first year, will be very light in many 
States. In others that impact will be greater with conse- 
quent effect upon plans of individuals and upon the 
working forces of employers, 
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House approves $1,470,000,000 
appropriation providing funds 
for expanded military training 


To adjourn, recess or remain in con- 
tinuous session has become a pressing per- 
sonal problem for members of Congress. 
Already this session has continued con- 
siderably longer than any other of the 
Roosevelt Administration. 

As the session entered October and its 
fortieth week, ignoring brief recesses taken 
on account of the national political con- 


he Cong 


Fading Hopes of Adjournment 


‘Vacation’ for Congress Unlikely in Face of International Tension 


Title Reg. U.S. Pat. 


Should the session continue indefinitely, 
bills which have been given little chance 
for enactment will have received a restor- 
ative. Among them is the Logan-Walter 
Bill to prescribe uniformity in regulations 
of administrative agencies. The House 
passed this measure last spring, over- 
whelmingly. The Senate leadership has 
fought consideration by that body and 
Jast week a storm over precedence was 
created by its proponents. When, and if, 
it is placed before the Senate for consider- 
ation, it will be opposed on the ground 
that the opening of an avenue now for 
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REPRESENTATIVES TAYLOR AND WOODRUM 
A $1,470,000,000 piece of paper 


ventions, the issue of whether to quit and 
go home or remain steadily on the job in 
Washington was unsettled but with indi- 
cations increasingly against final adjourn- 
ment because of a heightened tension of 
international affairs affecting America. 

So far as major legislation definitely 
slated for enactment is concerned, the new 
week opened with final action awaited on 
only the tax bill and House-approved ap- 
propriations. There were defense bills of 
secondary importance still to receive ac- 
tion, but with prospects none of them 
would require much time. 
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delaying orders of administrative agencies 
might hamper the defense program. 

The House last week disposed of two 
appropriation bills, adding huge sums to 
amounts previously appropriated at this 
session, and it passed each in less than a 
single afternoon’s session. The Senate 
spent most of the week debating, then 
passed, in amended form, a House-ap- 
proved bill opening the way for some 200,- 
000 federal employes to be blanketed into 
civil service by non-competitive examina- 
tions. There were interludes when the 
Senate indulged in bursts of political ora- 
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tory. Then, at the week-end, it leaped into 
gear and passed a sizable number of bills, 
mostly claim and relief measures. 

The House Appropriations Committee, 
headed by Representative Taylor (Dem.), 
of Colorado, and with Representative 
Woodrum (Dem.), of Virginia, in active 
charge of the floor management, brought 
out a supplemental bill granting addi- 
tional funds to various agencies for civil 
activities—some of which were connected 
with defense—and then came forward with 
the Third Supplemental Defense Appro- 
priation Bill. Neither met serious opposi- 
tion; both were passed without roll calls. 

The Civil Functions Bill carried $207,- 
475,000 in cash and $60,258,000 in con- 
tract authorizations. Of the total, $93,000,- 
000 cash would go to the Office of Educa- 
tion and the National Youth Administra- 
tion to train workers for defense industries. 
This provides for approximately $125,000,- 
000 expenditure in this direction before 
next June 30. The same measure included 
$30,000,000 cash and $50,000,000 in con- 
tract authorizations for establishment and 
expansion of aviation landing fields so 
that large military planes may be accom- 
modated at civil fields, as the initial outlay 
on a program which ultimately may cost 
in excess of $558,000,000. 

The Third Supplemental Defense Ap- 
propriation Bill carried nearly $1,470,000,- 
000 in cash and authorizations—$1,311,- 
494,000 cash and $158,500,000 in au- 
thorizations. The greater part, $1,250,- 
792,000, was for the Army and more than 
$1,000,000,000 was attributable to ex- 
penses incident to the increased personnel 
—a larger Regular Army, active training 
service for the National Guard, and 
selective conscription of men for a year’s 
training, This measure brings to $12,136,- 
000,000 the cash and contract authoriza- 
tions for the Army and Navy for the 
present fiscal year. 

A demonstration of unanimity in desire 
to preserve the freedom of the Western 
Hemisphere came with Senate ratification, 
after only brief debate, of the Havana 
pact, setting up machinery to forestall 
any alien system from obtaining a foot- 
hold in the Americas. Reported unani- 
mously by the Foreign Relations Com- 
mittee early in the week, the treaty was 
approved by the Senate without a roll 
call. It authorizes any nation of the 
Americas to act for all. 
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The Economic State of the Nation 


BY ALFRED P. SLOAN, JR. 





Wartime Price Control 


BY DR. HAROLD G. MOULTON 


Last week in Pittsburgh, there was held a dinner com- 
memorating the tenth anniversary of the Maurice and 
Laura Falk Foundation, a philanthropic institution created 
by Maurice Falk with a grant of $10,000,000, which has 
been devoted to economic research. The addresses on 
this occasion constitute a memorable contribution to the 
economic thought of our times and hence are reproduced 
on the succeeding pages in full text for the benefit of 
our readers. 

Mr. Sloan as the chairman of the board of the General 
Motors Corporation is one of the foremost industrialists 
of the nation and Dr. Moulton, head of the Brookings Insti- 
tution in Washington is one of the foremost economists in 
America. It is regretted that space does not permit the re- 
production here of the address of Dr. Leo Wolman on 
“The Physical Output and Efficiency of American Manu- 
facturers” delivered on the same evening. We are ad- 
vised that the Falk Foundation of Pittsburgh will shortly 
reprint his address. 

We are asked to state also that the material in the 
analysis by Dr. Moulton is based on a study by Dr. Charles 
O. Hardy undertaken at the request of the War Depart- 
ment. The complete study is being published this week by 
the Brookings Institution. 

The Editors. 
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ECONOMIC STATE OF THE NATION 


An Industrialist Views the Problems and Opportunities of Business 


Government interference, 
tax burdens as handicaps on 
road to an era of prosperity 


By Alfred P. Sloan, Jr. 


Chairman, General Motors Corporation 


It is with the utmost pleasure that I 
join with you in the celebration of the 
tenth anniversary of the Maurice and 
Laura Falk Foundation, particularly to 
pay tribute to the memory and farsight- 
edness of its founders. All are familiar 
with the high motives which prompted 
its establishment. And we all recognize 
its accomplishments under the able leader- 
ship of Dr. Gow. 

As to the farsightedness of its founders, 
I refer to a fact that few appreciate. Out 
of the great sums given by public-spirited 
men and women of America for advanc- 
ing the welfare of the community, less 
than one per cent has been devoted spe- 
cifically to the problems of the economy 
and the promotion of a broader under- 
standing of their significance. And yet 
what could be of greater importance as 
affecting the daily lives of every one as 
well as the stability and progress of the 
nation? 

It may be fairly said, and without criti- 
cism, that we in America are an economi- 
cally illiterate people, even as measured 
by our understanding of the more simple 
economic truths. To my mind, this is a 
matter of public concern, not only as to 
itself, but more importantly as to the im- 
pact of this fact on the many problems 
that confront us, especially those involv- 
ing the state of the economy and the 
future of industrial enterprise. 

Perhaps it is logical that there should 
be this lack of understanding. In the early 
days, the allowable margin of error in deal- 
ing with economic forces was far greater 
than is the case today. Economic progress 
was relatively certain. But with the rapid- 
ly growing influence of the industrial era, 
the economic system has been growing 
constantly more complicated, both as to 
itself and in its relationships with other 
Therefore, greater knowledge 
throughout a broader cross-section of our 
people becomes vitally essential if we are 
to maintain reasonable stability of the 
social and economic orders as well as 
promote progress. Otherwise our whole 
scheme of things is in jeopardy—our 
standard of living—our system of free en- 
terprise—the right to freedom of thought 
and action for which our forefathers 
fought. In other words, the whole Amer- 
ican way of living. No better indication of 
that possibility is needed than the psy- 


systems. 
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Highlights of Mr. Sloan’s address 
on American business problems: 

If democracy and free enterprise 
are to survive, it seems apparent 
that its leadership must pass to 
those who have the experience 
and,even more important, the con- 
viction to deal courageously with 
the great problems of the day on 
the basis of realities—on the prin- 
ciple of that which truly constitutes 
the greatest good for the greatest 
number. 

We cannot improve the eco- 
nomic status of those who have 
too little other than by providing 
more for all. 





Constantly increasing taxation 
has taken more and more of the 
investor's equity. The point has 
long since been reached where 
the profit motive is in jeopardy 
because so little profit actually 
remains. 

A tremendous opportunity exists 
to rebuild America on the basis 
of today’s technology. Complete 
modernization superimposed up- 
on the demands of the consumer 
industries would employ all avail- 
able labor for years. 

Encouragement of small busi- 
ness units is an essential in an 
expanding economy. 








chology existing during the recent depres- 
sion. 

I fully recognize the many contribu- 
tions that are being made through research 
into the economic forces which, together 
with those in the political and social areas, 
in the aggregate constitute our civiliza- 
tion. There can never be enough creative- 
ness in this field of research. But there is 
evidence of a need for greater aggressive- 
ness in developing techniques for dissemi- 
nating our economic knowledge, at least as 
to its simple fundamentals, so that it may 
be made both available and understand- 
able to all the people rather than confined 
to the few who now have the urge and 
the opportunity to understand. 

This is really a dual problem. In indus- 
trial terms, it involves the functions of 
production and sales. The first is being 
handled. And outstandingly so. This is 
well illustrated by our program this eve- 
ning. As to the second—the function of 
sales—in relation to the importance of the 
job it appears that actually we are falling 
behind. The complications are increasing 
and at a greater rate than the ability to 
understand. What I believe is needed is an 
adaptation of what I might refer to as the 
“pre-selling” methods of our mass _pro- 
ducing industries. And I am confident that 
this is entirely practical. If, somehow or 
other, we could inject into the conscious- 
ness of every one, even one simple fact, 
such as the impossibility of getting some- 
thing for nothing, and in such way that 
that doctrine could be recognized, we 
would have the basis of re-adjusting the 
national approach to some of the prob- 


lems now prejudicing the progress of the 
economy. 

Within recent years there has been an 
alarming decline in the role of the democ- 
racies with increasing restrictions upon the 
operations of their economies. Democratic 
doctrines which have formed the basis of 
those nations of the world which have 
provided for their peoples the greatest 
measure of happiness and prosperity 
throughout the évolution of our civiliza- 
tion suddenly have been challenged. And 
both from within and without. Challenged 
from within, due to the fact that political 
leadership has supported policies that have 
interfered with the normal processes of the 
economy to the extent that its orderly 
expansion so essential to any virile move- 
ment has been seriously prejudiced. Prog- 
ress has been arrested. Lack of confidence 
in the future of the free enterprise system 
has developed. Challenged from without, 
due to the fact that in recent years the 
competition of other economies perhaps 
more aggressive and dynamic in action has 
raised the question as to which approach 
offers the greater efficiency and effective- 
ness. And notwithstanding that democracy 
and free enterprise have afforded more 
liberty, more opportunity, more happiness 
and greater prosperity than any other 
system yet devised. 

A serious question has arisen—Can de- 
mocracy survive? Consider the type of 
leadership that has determined its policies 
in recent years—the demagogue type 
which perpetuates itself by various kinds 
of economic panaceas. The “yes” type 
which determines its policies on what will 
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please the greatest number without respect 
to what the greatest number need; the 
easiest way, in other words. And now 
comes the indispensable type—a mile post 
on the road to dictatorship. Can they meet 
the challenge of the constantly increasing 
complications of the various forces com- 
prising our civilization? Can they meet the 
challenge of other systems based on a 
different concept? All these appeal to 
primitive emotions rather than to reason. 
All are fundamentally selfish. If democ- 
racy and free enterprise are to survive, it 
seems apparent that its leadership must 
pass to those who have the experience and, 
even more important, the conviction to 
deal courageously with the great problems 
of the day on the basis of the realities— 
on the principle of that which truly con- 
stitutes the greatest good for the greatest 
number. 

Such leadership is impossible unless it 
can be established and maintained by a 
reasonably well-informed public opinion. 
That is inherent in democracy itself. The 
Constitution protects our freedom of 
speech, our religion, the right of assembly, 
the freedom of the press. But it does not 
and can not protect the nation from its 
own ignorance or lack of intelligent self- 
interest in the conduct of its affairs. 

It appears, therefore, to be essential 
that through mass education we develop a 
far broader and better understanding of 
the processes involved in the production 
and distribution of wealth and of the con- 
sequences of our economic policies as in- 
fluencing the lives and happiness of our 
people. 

In recent years, the American economy 
has been confronted with a number of de- 
structive forces and other deterrents never 
before experienced. The decade of the 
“thirties” was a period of apprehension 
and industrial stagnation and retardation. 
How it may have been induced is a highly 
argumentative question. But there can be 
no uncertainty as to its having been pro- 
longed and intensified by economic pana- 
ceas and political intolerance. Now comes 
the decade of the “forties.” This might 
well be a period of renewed opportunity 
for the resumption of industrial progress 
along sound and fundamental lines unless 
over-shadowed by continued political in- 
terference with our essential economic 
processes. From 1790 to 1930 American 
industrial life and living standards ad- 
vanced almost continuously. Our demo- 
cratic traditions gave equality of oppor- 
tunity and equality of responsibility. They 
encouraged every individual to seek as 
high a place in business, in the professions 
or in politics as his ability would justify. 
He was honored for his accomplishments. 
The outstanding success of American en- 
terprise is the result. In consequence, our 
industrial population earned more in pur- 
chasing power and enjoyed a higher stand- 
ard of living than any other similar group 
anywhere. The economy was free. The 
volume of industrial production in each 
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new business cycle exceeded that of the 
previous cycle. America was always mov- 
ing ahead. But now! National income pay- 
ments have not equalled in any succeeding 
year the record of 1929. The population is 
greater, yet national income is less. Mil- 
lions remain unemployed, year after year. 
America is now falling behind. 

WHY is this so? Evidently something 
has changed! In economic policy we have 
passed from a nation which has risen to 
the highest peaks of prosperity ever known 
based upon the philosophy of a constantly 
expanding volume of wealth to one more 
primarily concerned with the doctrine of 
taking from some and giving to others. 
With a broader distribution, no one can 
quarrel. It is an economically progressive 
policy. It is socially desirable. The fact 
that so large a proportion of our people 
have so little, presents a challenge that 
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cannot be ignored. But it is difficult to 
understand how we can provide more 
people with more things in more places— 
the true objective of any economy—by 
policies that very definitely limit the total 
amount to be distributed to all. We can- 
not improve the economic status of those 
who have too little other than by pro- 
viding more for all. All are part of the 
same economic order. 

The political philosophy of recent years 
has been based upon the doctrine that ac- 
complishment is a crime. The more im- 
portant the success, the greater the crime. 
But, in addition, that appeal has been 
supported by legislation in varied form 
with the result that the economy has been 
restricted in its essential development so 
as to throw upon the system a burden of 
continuous unemployment, increasing in- 
debtedness, higher taxes, curtailed produc- 
tivity, higher prices, a reduced standard of 
living, to say nothing of a nation divided 
within itself, having lost confidence in its 


own virility, uncertain as to the possibili- 
ties of its own future. One thing is clear. 
With a continuation of the present politi- 
cal regime there is nothing different to 
look forward to. Temporary relief may be 
afforded by the stimulation of government 
spending. But, in an economic sense, that 
simply means both adding to the burdens 
of the present and passing on further bur- 
dens to future generations by postponing 
the time of the final aecounting. Any 
broad policy contemplating the re-estab- 
lishment of confidence, the encouragement 
of enterprise and industrial development— 
components necessary to a virile economy 
and the maintenance of national solvency 
—is diametrically opposed to the political 
philosophy of today. The adoption of such 
a doctrine must completely destroy the 
existing regime for in the contrary philoso- 
phy lies its political support. Let us face 
the realities. 

The circumstances just related stand 
out crystal clear. The record is indispu- 
table. Yet the unfortunate fact is that it is 
most difficult under the existing circum- 
stances adequately to dramatize the ulti- 
mate consequences of such a trend of af- 
fairs in the face of the more realistic 
drama involving the appalling destruction 
of life and property as it enfolds day after 
day in the war stricken countries over- 
seas, threatening as it does the very foun- 
dations of our civilization as well as our 
national security. The pity is that few 
realize that in these problems we have 
been discussing, abstract and academic as 
they may appear, lie the fundamentals of 
economic security just as surely as in the 
program of national defense lie the funda- 
mentals of national safety. Both are vi- 
tally essential to the cause of American 
liberty and enterprise. 

The paramount issue of today, and the 
subject first in the minds of all, is na- 
tional defense—the physical as distingu- 
ished from the economic approach to the 
preservation of our American way of liv- 
ing. To insure this it is of vital concern to 
us that the doctrines of democracy emerge 
victorious in the present struggle. Any 
other result would be a catastrophe to our 
civilization. Today, both national and in- 
ternational morality in respect to human 
rights is largely passing out of the con- 
sciousness of those responsible for their 
preservation. Hence there is demanded a 
policy of intelligent and aggressive pre- 
paredness in defense of American security 
and the American way of life. The more 
vital instruments of warfare today are the 
most highly technical products of industry. 
The essential program must be directed 
by those possessing the technical knowl- 
edge and experience to assume such a 
responsibility. There is no room for the 
political consideration. A job is to be done. 
Let us do it intelligently and without hys- 
teria. National defense has become the 
keynote of our national policy. National 
security has become essential to national 
confidence. The problem becomes two fold 
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—national defense and the reconstruction 
of economic policy. 

Thus we see defense needs must take 
high rank in our thoughts and activities. 
But this does not mean that we can safely 
ignore or cast aside our manifold and 
pressing responsibilities in regard to the 
normal and continuing economic needs of 
the country. There is no necessity for that. 
We are not forced here to risk shortages 
of useful goods. To the extent that efforts 
are not required in emergency and special- 
ized defense work, it is of the utmost im- 
portance that we continue to produce on 
other vital fronts. Nothing can be gained 
by dropping suddenly such activities as are 
essential to our general needs. 

In fact one of the most effective meas- 
ures of defense is to promote by every 
means at our command a further strength- 
ening of our internal economy. Continuing 
intensive efforts in research, the further 
development of important new materials 
and new products, a constantly advancing 
technology to the end that the economic 
stability and the buying power of more 
people may be enhanced—all of these 
are essential to the over-all task con- 
fronting us. To the extent that our 
business and industrial system can be 
rebuilt to its former maximum strength 
and efficiency, to that extent will its 
resources prove more effective when and 
as they are needed. 

The placing of orders for defense ma- 
terials on a wider industrial front may in 
the case of certain specialized lines absorb 
much of the available capacity. As a 
whole, however, even the most intensive 
program now contemplated will, during 
the coming year, absorb only a small per- 
centage of our total national production: 
For example, assuming that the defense 
program results in expenditures of, say, 
four billion dollars during the next twelve 
months, this amount would represent only 
about seven per cent of the estimated 
total outlay by consumers for the peace 
time production of commodities turned 
out by the manufacturing, mining, agri- 
cultural and construction industries in a 
year such as 1937. 





The billions we are preparing to spend 
for national defense are bound, however 
as they filter through the economic sys- 
tem, to have an influence in stimulating 
industrial enterprise. And this will affect 
all areas of activity irrespective of whether 
they are directly involved or not. National 
income will increase; unemployment will 
be reduced; payrolls will expand; produc- 
tion will be stimulated; prices will tend to 
rise. This program should insure indus- 
trial activity at high levels for the next 
two or three years. Too many will think 
that the old days of prosperity have re- 
turned at last. But all that does not in 
any way alter the fact, surely as night 
follows day, there must come the final 
accounting. Defense material is wealth 
having no permanent benefit—wealth that 
does not add to the standards of living 
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of the people. Every dollar of defense 
orders placed means less for some of our 
people, somewhere and at some time. That 
is the way it must be paid for—partly to- 
day and partly passed on as a liability to 
future generations. The conditions the 
economy will face upon the liquidation of 
the program for national defense, super- 
imposed upon the other economic prob- 
lems that demand solution, will provide a 
challenge to our political and industrial 
leadership far beyond the imagination of 
any of us as we discuss these problems 
here this evening. There is grave danger in 
the years ahead. Superimposed upon such 
domestic problems will come those inci- 
dent to the readjustment of the world 
economy in connection with the post-war 
settlement—problems fraught with the 
greatest danger to America and its eco- 
nomic interests. 

I might define “the economy” as our 
national group of activities relating to the 
production and distribution of wealth. 
Consideration of our economic state raises 
the question as to the physical condition 
of the economy. But I am dealing with it 
in general terms, more especially from the 
standpoint of national policies as affecting 
the stability and progress of enterprise. 

The operations of the economy involve 
a system of enterprise. The motivating 
force in the system of enterprise is WORK. 
The effectiveness of any enterprise system 
is related directly to the efficiency of work. 
Work takes various forms. When saved 
through thrift, it becomes CAPITAL. 
When more highly intensified and experi- 
enced it takes the form of administrative 
or some other type of specialized skill—in 
the aggregate, MANAGEMENT. Other- 
wise it is LABOR. All together, these 
groups form another and the most impor- 
tant group—the one that consumes the 
productivity of the enterprise system—the 
CONSUMER, perhaps today the FOR- 
GOTTEN MAN. Then there is the GOV- 
ERNMENT whose province should be to 
maintain equal opportunity for each of 
the groups to operate together with the 
maximum productivity, both individually 
and in relation to the other groups within 
the enterprise system. 

The real objective we should be strug- 
gling for in the economy today is the es- 
tablishment of rules of procedure that lead 
to the most balanced relationship of the 
groups within each of these production 
units as well as the most effective organi- 
zation of all the groups. Such relationships 
should contemplate a constant expansion 
of productivity, having in mind the pri- 
mary objective of private enterprise—to 
produce more and a greater variety of 
useful things and services more efficiently 
so that they may be sold at always lower 
prices. Lower prices mean that more can 
use and enjoy our national productivity 
and more may be employed in the produc- 
tion of an ever-expanding volume. 

You and I would agree in the doctrine 
that “something for nothing” can not be, 





and that it can have no part in dealing 
with the state of the economy. Neverthe- 
less that philosophy in some form or 
another has become a politician’s paradise. 
In referring to the component parts of an 
industrial unit, I do so to demonstrate the 
economic fact that if the share of any one 
of the units is altered, the others must be 
correspondingly adjusted. We can not take 
more out than is put in. But we can get 
more out if we put more in. That brings 
up the question of technological efficiency. 
With a definite national ceiling placed on 
the hours of the work week, efficiency be- 
comes the ONLY way to increase the 
effectiveness of industrial enterprise. To 
develop and sustain higher wages, to re- 
duce consumer prices and increase real 
purchasing power, the economy demands 
both a higher standard of operating tech- 
nique and more efficient instruments of 
production. That fact is unescapable. It is 
the only sound economic approach to the 
great problem of unemployment. Yet it is 
a remarkable fact that such a philosophy, 
so clearly demanded, is challenged even to 
the degree that it has been proposed that 
it be discouraged by national taxation— 
to my mind the absolute zero in economic 
intelligence—yet illustrative of the think- 
ing that far too generally prevails today. 

Attempts have been made to improve 
the position of the lower income groups 
by reducing the hours of work and raising 
the hourly rates. Wage rates depend in the 
long run upon the productivity of the 
worker. The productivity of the worker 
depends upon the efficiency of the instru- 
ments of production supplied by the em- 
ployer. The wage rates in the automotive 
industry are the highest in the world, 
just as the productivity of its workers, is 
the highest in the world and because the 
instruments of production are the most 
efficient that modern technology can 
provide. 

Let me repeat: We can not improve the 
status of those who have the least, by 
law. Higher wages rates can be sustained 
only by increased productivity. 

The economy is based upon the private 
enterprise system. This in turn is predi- 
cated upon the profit motive. It must cre- 
ate a profit. It must earn a payroll. In an 
expanding economy there must be a sav- 
ing of surplus out of profit and that saving 
must be again risked in the hope of mak- 
ing an additional profit. Savings thus pro- 
vide venture money or equity capital for 
the expansion of enterprise. It is the hope 
of profit that provides the urge to assume 
the risk. But the possibility of loss must 
be reckoned with the opportunity for 
profit. While a limited number of well 
managed enterprises may earn a reason- 
able profit over the long term, most 
enterprises result in a loss and, in the 
aggregate, the return is hardly equal to 
a reasonable rate of interest. Few realize 
that fact. 

During recent years, constantly increas- 
ing taxation has taken more and more of 
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the investor’s equity. The point has long 
since been reached where the profit motive 
is in jeopardy because so little profit actu- 
ally remains. This is particularly true as 
to those who must take the initiative and 
leadership in creating new enterprises and 
expanding the productivity of enterprises 
already existing. Furthermore, the meth- 
ods of taxation, in line with the existing 
political beliefs have taken the form of 
uneconomic attempts to regulate and _ pe- 
nalize the free movement of the forces 
within the economy, throwing uncertainty 
on its future and largely freezing the ven- 
ture spirit which has characterized the 
American enterprise and made it what it 
is today. 

Entirely aside from any expedient in the 
way of excess profits taxes justified by 
the national defense program it is truly 
imperative that we immediately recast our 
whole system of taxation. It must be re- 
built on the principle of stimulating enter- 
prise. It must revive the venture spirit by 
making it worth while to take the risk. It 
must be based on the philosophy that in 
the resulting expansion of productivity, 
stimulated both by the revival of the 
profit motive and by the resulting effect 
on prices—for reduced taxes mean lower 
prices—lies the possibility of the necessary 
revenue with a smaller proportionate bur- 
den—an entirely sound and realistic ap- 
proach. 

Most of the industrial equipment of 
America is far from modern. We do not 
realize to what a great extent that is true. 
During the decades of the “Thirties” there 
was a marked decline in the volume of the 
sapital goods industries. There exists a 
shortage of billions of dollars of produc- 
tivity. And yet during that decade new 
processes and methods, better instrumen- 
talities of production, were developed at 
an accelerated rate. A tremendous oppor- 
tunity exists to rebuild America on the 
basis of today’s technology. Complete 
modernization superimposed upon the de- 
mands of the consumer industries would 
employ all available labor for years. If an 
intelligent attack were made on the living 


standards of the so-called “submerged 
third” it would create additional large 


markets for consumer goods. 

Thus we see real opportunities for the 
investment of our present and future sav- 
ings. There is a big job to be done. The 
world is in no sense finished in its building: 
I emphasize this particular point because 
many feel that our opportunities may 
not be adequate to employ our savings. 
That means a_ static economy which 
could result only if government continues 
to maintain excessive obstacles against 
enterprise and the prospects of business 
profits. 

Just as free enterprise is a component of 
an economy based on economic law, just 
so is competition an essential in the sys- 
tem of free enterprise. To the extent that 
we move to control competition we at- 
tempt to stabilize the economy. Economi- 
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cally speaking, stabilization means a high- 
er price level—an umbrella over the ineffi- 
cient—the discounting of individual ag- 
gressiveness and ability—penalizing the 
new and better to protect the vested rights 
of the past. The elimination of competi- 
tion means, in the final analysis, destruc- 
tion of free enterprise—a regimented econ- 
omy. It is important to realize that such 
an economy is wholly incompatible with 
the provisions of the Bill of Rights. We 
must remember that the social and eco- 
nomic philosophy of capitalism is insepa- 
rably linked with freedom and democracy. 
We must protect the principles of com- 
petition to preserve our system of free 
enterprise. But we must fight against the 
power of government being used, under 
the guise of preserving competition, to 
force the reorganization of the enterprise 
system to a pattern in accordance with the 
beliefs of some individual or group of indi- 
viduals who have nothing to support their 
action other than their own convictions. 
And that is not unknown. 

Then there arise questions of reform. 
So-called reform measures now retarding 
the expansion of the economy and preju- 
dicing the system of free enterprise have 
been promoted by the desire to correct 
apparent abuses but too often 
without a requisite knowledge of the fun- 
damentals as to how the desired result 
could be accomplished intelligently. But 
at times it would appear that the true ob- 
jective is to expand political control of the 
enterprise system rather than to effect its 
reform. Again that also is not unknown. 
And it has served further to increase un- 
certainty and apprehension with respect to 
the future possibilities of enterprise. We 
must be concerned at all times with the 
correction of evil, but we need not destroy 
something of greater value in the correc- 
tive process. 

In any consideration of the state of 
our economy, we must not fail to realize 
that, after all, American enterprise is 
largely one of small units. About two 
hundred thousand new are 
started each year with an average of seven 
employes. High taxes on business and per- 
sonal incomes are constantly increasing 
the difficulty of making savings. In look- 
ing back over the years to the beginning 
of many of the enterprises now a part of 
General Motors, it is clear that in those 
sarly days their lives were in frequent 
jeopardy due to lack of adequate capital. 
And yet, while those enterprises were 
then employing relatively few workers, 
now they are employing tens of thousands 
directly, and indirectly hundreds of thou- 
sands more. Today the mortality of such 
struggling enterprises must necessarily be 
higher—yet they are vitally needed, not 
only because of themselves but because 
they are frequently the beginnings of far 
greater things. 

Encouragement of small business units 
is an essential in an expanding economy. 
Specific approaches have been suggested 


evils or 


businesses 


as a part of a national economic program. 
These are neither necessary or desirable. 
The true solution lies in the broad one of 
removing the barriers that have been 
erected against enterprise as a_ whole. 
Make it practical and worthwhile to as- 
sume the risk. Then the problem can be 
solved. 

Let us hope—yes, let us pray—that the 
domestic political economic abuses, the 
penalties and limitations ‘which now be- 
set the economy, may come to an end or 
be corrected to an important degree, in 
this the year of 1940. Should that occur, 
it would almost certainly be construed as 
justifying the return of confidence in the 
long-pull position of constructive enter- 
prise. Encouragement would supersede the 
present policy of discouragement. We 
would return to national economic sanity. 
Unemployment would cease to be a na- 
tional problem. The pent-up ambitions 
and opportunities of many years past 
would be released. Plans for the creation 
of new enterprises and the expansion of 
current ones, set aside awaiting the clari- 
fication of the existing order, would create 
an increasing demand for capital goods— 
the weakness of the economy during recent 
years. The elimination of all the barriers 
that have frozen the expansion of enter- 
prise will be vitally needed as an offset to 
the deflationary influence incidental to the 
ultimate liquidation of the present pro- 
gram of national defense. And superim- 
posed upon both will be the complica- 
tions—the extent of which we can not now 
determine—incident to the post-war de- 
pression. 

Thus it will be seen that the five year 
period just ahead is certain to be a most 
critical one. It will be a period of read- 
justment in which the economy will be 
subjected to the strain of the most power- 
ful and contradictory forces. It will be a 
period in which those possessing ability of 
the highest order and experience of the 
broadest kind must be called upon to exert 
all the intelligence they possess, with all 
the courage at their command, to formu- 
late policies designed to steer the economy 
on a safe and reasonable course. It will be 
no time for economic experimentation. The 
duty to future generations is almost be- 
yond our conception. Never before has an 
occasion arisen which demanded the as- 
sumption of such a tremendous responsi- 
bility. The economy must be reconstructed 
on a firm foundat:_n of economic law with 
a full understanding of the 
realities. 

Thus it is evident that today and the 
future, tomorrow and beyond, demand 
the coordinated effort of the nation’s most 
experienced leaders. Economic truth 
crushed to earth shall rise again. And 
in a sound and virile economy lies the 
fundamental key to the nation’s secur- 


existing 


ity. It must be patriotic. It can not 
succeed as a partisan effort. The conse- 
quences are far too great. And further, 


it must not fail. 
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Price Inflation: Can We Avoid It? 


An Economist Outlines Steps Held Necessary to Avoid Pitfalls 


How rearmament costs 
can be met and fiscal 
stability maintained 


By Dr. Harold G. Moulton 


President, The Brookings Institution 


The most striking cconomic phenom- 
enon of every great war of modern times 
has been the enormous inflation in prices 
which has occurred. In the light of this 
history, the most insistent question of the 
present moment—when we are embarking 
on a defense program comparable in scope 
and potential economic effects to a major 
war effort—is whether a new era of infla- 
tion is inevitable. Concern is intensified by 
the fact that the present war program be- 
gins at a time when the federal debt is 70 
per cent higher than at the end of the 
World War and treasury deficits are al- 
ready at war-time levels. 

A glance at a price chart reveals that 
since 1800 there have been three great 
inflation periods—during the Napoleonic 
Wars, during the American Civil War, and 
during the World War. In each instance 
the general level of prices increased some- 
thing like two-fold; and it is to be noted 
that the three price peaks of 1815, 1865, 
and 1920, were close to the same height. 
In between these mountain tops lie great 
price valleys. There were precipitate de- 
clines for some years after each war, then 
a flattening out into undulating plains, 
marked by occasional hills and hollows. 
War-time price inflations have thus been 
the dominating influence in the great price 
fluctuations of modern times. 

These great price distortions exert a 
profound influence upon the economic life 
of a nation. During the war the rise in 
prices works against the efficient mobiliza- 
tion of the nation’s resources. This is be- 
cause the inflation process affects prices, 
profits, rents, and wage rates very un- 
evenly and thus creates arbitrary and 
useless changes in the distribution of in- 
come, resulting in a wholly irrational allo- 
cation of the war burden between differ- 
ent groups in the community. These de- 
velopments lead to endless controversies 
involving losses in productive efficiency 
and the absorption of energies in trying to 
adjust or settle controversies and to main- 
tain some semblance of national unity. 
The result is a slowing down of the mobili- 
zation program and a corresponding in- 
crease in the costs and suffering involved 
in a great war struggle. In some given 
case, moreover, it might well mean the 
difference between victory and defeat. 

The post-war decline in prices exerts an 
equally important influence upon economic 
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conditions. The deflation following the 
Civil War, for example, profoundly af- 
fected the position of all those who had 
contracted long-term indebtedness during 
the period of high prices and led to con- 
troversies and inflationary movements 
which lasted for a generation. 

In the light of these facts, it is evident 
that the prevention of a war-time price 
inflation is of absolutely vital importance. 
It is not too much to say that the ability of 
this nation to ride the storms which now 
confront us and to come at last to calm 
harbors will largely depend upon the extent 
to which we are able to restrain the forces 
which make for war-time price inflation. 

If we are to develop an effective control 
over prices it is necessary that we have a 
clear understanding of the sources of price 
disturbance. Analysis of price movements 
in past wars reveals that price distortions 
occur as a result of a number of operating 
factors. The principal factors conducive to 
price increases are the following: 

The first factor is the placing of large 
government orders on a competitive basis. 
During the World War both the allied 
governments and different departments of 
our own government bid frantically 
against against one another for scarce 
products, the result of which was to run 
up prices far beyond the level that would 
have been necessary under a system of 
co-ordinated buying. 

The second force is the great increase of 
business orders for inventories or for plant 
expansion—in anticipation of coming short- 
ages or expected price advances. Unless 
there happen to be large surpluses of basic 
materials or much unutilized productive ca- 
pacity this expansion of orders will shortly 
lead to a marking up of prices. In addition 
to advance buying by business organizations, 
there may also be extensive commodity spec- 
ulation both on the organized exchanges and 
on the part of independent speculators. 

The third factor promoting price infla- 
tion is the increase in wage rates. As the 
supply of labor, especially of skilled types, 
becomes scarce, business enterprises, gov- 
ernment shipyards, etc, seek to procure 
workers by the lure of higher wages. At 
the same time labor organizations, taking 
advantage of the favorable labor market, 
make insistent demands for higher wages. 
Wage increases in war lines exert a pres- 
sure toward higher wages in non-war lines. 
This general increase in wage rates exerts 
a direct pressure, from the cost side, 
toward a universal rise in commodity 
prices. Moreover, once prices have ad- 
vanced, whether because of the wage in- 
creases or for other reasons, an increase in 
wage rates is said to be made necessary 
by the rising costs of living. 


It is commonly assumed that prices rise 
faster than wages and that in conse- 
quence the buying power of the working 
population is decreased, notwithstanding 
the increase in wage rates. This wide- 
spread belief is, as a rule, without founda- 
tion. During the World War period the 
earnings of labor constantly rose faster 
than the cost of living. This fact is clearly 
revealed by a chart showing the trend of 
weekly earnings of labor, wholesale prices, 
and retail prices during the war years. The 
rise in weekly earnings continuously ran 
ahead of the general cost of living index, 
which includes foodstuffs and rents, as 
well as general manufactured products. 
Weekly earnings lagged somewhat as com- 
pared with wholesale prices, but the sig- 
nificant comparison from the standpoint 
of purchasing power is the cost of living 
index. The increase in weekly earnings 
was due in part to advances in hourly 
rates and in part to the increase in the 
number of hours worked per week. Fami!y 
wages per week, and especially per year, 
rose even more than the wages of indi- 
vidual workers, for the simple reason that, 
typically speaking, more members of the 
family became wage-earners. Family pur- 
chasing power ran far ahead of the in- 
crease in the cost of living. 

The fourth major source of price stimu- 
lus is found in the expansion of consumer 
buying power. The increase in the total 
volume of production and employment 
leads to an increase in real wages, as al- 
ready noted, and also in profits and divi- 
dends. The resulting increase in consumer 
purchasing power leads to an increase in 
the demand for consumption goods, cre- 
ating a “seller’s market” conducive to 
price increases. Added to this increase in 
consumer purchasing power is the increase 
in government purchasing power—usually 
derived in no small degree from credit ex- 
pansion—for reasons shortly to be discussed. 

These interacting factors bring about in 
due course the familiar spiral of rising 
prices—rising costs—rising prices—etc. 
Once the movement is strongly under way 
it is impossible to check it through the 
machinery of price control—except by 
methods which would result in the crip- 
pling of the whole war program. This was 
the experience of the price-fixing authori- 
ties during the World War both in the 
United States and in European countries. 

If we are to control prices in war time 
it is obviously necessary to begin before 
the inflationary process is in full sweep: 
the inflationary forces must be checked at 
their sources. 

First, the Army and Navy departments 
should not be given blank checks with 
which to compete against each other on a 
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price basis for limited supplies of ma- 
terials. Contracts should be made so as to 
yield a reasonable return to producers 
rather than on a basis of what a whol- 
ly abnormal market situation might 
make possible. I think we may safely 
assume that the mistakes along this line 
made in the last war will not often be 
repeated. 

Second, the principle that prices should 
be allowed to rise to whatever height is 
necessary to call forth additional output 
from high-cost producers should not be 
adopted. This principle, or a modification 
known as the bulk-line principle, was ex- 
tensively employed in the World War on 
the theory that high prices constituted the 
essential inducement to increased output, 
and that the resulting excessive profits of 
the lower-cost producers could readily be 
skimmed off by means of an excess profits 
tax. Experience showed that this policy 
enormously distorted the price structure 
and that the levying of high excess profits 
taxes was in no sense an adequate cor- 
rective. That is to say, not only could the 
excess profits tax not prevent the evil con- 
sequences of the distortion of the price 
structure, but it could not even satisfy the 
public that the industries of the country 
were not engaged in war profiteering. In- 
stead of allowing a distortion of the price 
structure to insure the production of but 
a minor fraction of the total supply re- 
quired, such additional output should be 
procured by means of subsidies or other 
direct methods. 

Third, wage rates should not be in- 
creased except where necessary in the in- 
terests of health and efficiency. It should 
be carefully noted that in the early stages 


OCTOBER 4, 1940 


850 1860 1870 1880 1890 


of a war, when the slack in the economic 
system is being taken up, wages will rise 
even though wage rates remain stationary. 
This is because the number of hours 
worked per week and especially per year 
increases. If price inflation can be avoided 
it is therefore unnecessary to increase wage 
rates in order to prevent a deterioration 
of living standards. 

The payment of time and a half for 
over-time is of course equivalent to an 
increase in rates. This extra pay 
for the additional hours increases costs of 


wage 


production and exerts a pressure toward 
higher prices. In lines the added 
labor cost may be absorbed, particularly 
in the early stages of a war, but in other 
lines it would mean immediate advances 
in prices. Once a movement for higher 
money wages is well under way no power 
exists which can prevent a development 
of the vicious spiral of inflation. 
Fourth, the war should be financed 
just as far as possible without resort to 
credit expansion. 


some 


We noted among the 
forces leading to inflation the expansion 
of consumer buying power, together with 
a great increase in government buying 
power. The expansion in consumer buying 
power arises, as we have seen, from the 
increase of wages and dividends resulting 
from the expansion of employment and 
production. Unless this increased buying 
power is diverted from consumer markets, 
the general public will be competing 
against the government for materials and 
supplies that enter into the war produc- 
tion program. If the government obtains 
its funds from bank credit expansion, the 
total money income available for expan- 
sion is increased relatively to the supply 


1900 
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of goods and services and the resulting 
market competition is 
ducive to price advances. 

For this reason it is of vital importance 
that the war should be financed just as 
far as possible from taxes and from loans 
paid for out of current income. By these 
means income which would otherwise be 
spent for consumer goods would be di- 
verted to the Treasury and made avail- 
able for expenditure by the government 
for the war materials required, thereby 
avoiding an expansion of money purchas- 
ing power relatively to the supply of 
available goods and services. This process, 
moreover, facilitates rather than retards 
the shifting of our productive energies into 
war lines. Such a policy is a fundamental 
part of any sound, comprehensive pro- 
gram of price control. 

During the World War the financial 
methods employed were about as bad as 
it is possible to conceive. Not only was 
the tax program slow of development and 
inadequate in its scope, but the loan pro- 
gram was fundamentally faulty in_ its 
basic conception. Preoccupied with the 
naive view that money would win the 
war, that all that was necessary was to 
make sure that the Treasury had unlim- 
ited funds at its disposal, we raised vast 
sums by means of credit expansion. Not 
only were government bonds sold directly 
to the banks, but those sold to the public 
were paid for in no small degree with 
funds borrowed from the banks. In con- 
sequence the government had an abun- 
dance of funds but found it difficult to 
procure the essential supplies because of 
the competition of consumers whose in- 
comes were expanding rather than con- 


inevitably con- 
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MERE STATE AND Loca 


tracting. At the same time, there were 
overly liberal extensions of bank credit to 
private enterprises, the only result of 
which was to increase the capacity of 
particular companies to bid for inadequate 
supplies of materials and labor. Such 
loans were extended to enterprises en- 
gaged in non-essential activities as well 
as to those engaged in the production 
of war supplies. They 
extended on a vast scale for speculative 
particularly in the field of 


were, moreover, 
purposes, 
agriculture. 
The control of prices along the lines 
suggested requires the development of co- 
ordinated administrative machinery. It 
cannot be satisfactorily accomplished by 
a series of price-control agencies, operating 
independently of one another, nor can 
it be accomplished by a central 
authority unless such authority envisages 
the problem in all its aspects and articu- 


price 


lates the whole in a unified program. 
Moreover, the program must be co- 
ordinated from the very beginning of 


the mobilization process. 

The question must now be raised wheth- 
er it is reasonable to believe that a very 
substantial inflation of prices could be 
prevented in war time—even though the 
economic principles and administrative 
procedures adopted were of the best. Does 
not a great war in the very nature of 
the case necessitate such extensive re- 
adjustments of the economic structure 
and involve such a weakening or ex- 
hausting of resources as inevitably to 
bring higher costs and prices? Putting 
the matter another way—Does not the 
impoverishment which a protracted war 
involves necessarily reflect itself in rising 
prices? 

In a war involving extensive destruction 
of a nation’s productive facilities by en- 
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emy forces, there can be no doubt that 
the impairment of productive efficiency 


will result in higher costs and higher 
prices. Moreover, in the case of a pro- 


tracted war of attrition there appears lit- 
tle question that the gradual weakening 
of productive power would manifest itself 
in rising prices. But in a relatively short 


war in which the nation’s territory is 
not invaded or effectively bombarded 
by the enemy there is no underlying 


economic necessity for an extensive infla- 
tion of prices. 

Applying these conceptions to the pres- 
ent American defense program there would 
seem to be little reason for assuming that 
an extensive rise in prices is necessary. 
The program launched at a_ time 
when our production facilities—in most 
lines—were being utilized at much 
than capacity. The program, as now pro- 
jected is of a magnitude smaller than the 
existing slack in the industrial system. 
National production is now running at 
about 70 billion dollars annually and we 
could perhaps produce as much as 85 
billions. Making allowance for necessary 
concentrations of production it should still 
be possible to meet requirements in the 
main out of productive resources hitherto 
unutilized. This means that during the 
period when we are taking up the indus- 
trial slack we will be making a more effec- 
tive use of our productive resources. In 
terms of energy we would be operating 
under conditions of increasing returns; 
real costs per unit of product would be 
declining. Thus would there be no ne- 
cessity for raising prices. In this connec- 
tion it may be noted that business men 
have an opportunity to aid in maintain- 
ing price stability by refraining from ad- 
vancing prices until forced to do so by 
rising unit costs—even though market 


was 


less 


conditions might be such as to make 
higher prices possible without loss of sales. 

It is only when we reach the stage of 
shortages, involving the employment of 
less efficient labor, the utilization of ob- 
solete or defective equipment, and the use 
of inferior materials, produced under un- 
favorable conditions because of war dis- 
placements, that costs, in real terms, begin 
to rise. In some lines of war production 
these tendencies may manifest themselves 
fairly early but in most lines they will be 
delayed for a considerable period. More- 
over, they may in substantial degree be 
continuously offset by the prompt intro- 
duction of improvements in production 
technique. By utilizing all the technologi- 
cal knowledge and patented devices al- 
ready available, the new installations of 
plant and equipment may largely offset 
the cost increasing factors to which ref- 
erence has been made. 

It is my considered judgment that there 
is no economic necessity for any sub- 
stantial price inflation in connection with 
the present emergency defense program. 
If it occurs it will be because of a lack 
of adequate understanding of the sources 
of price disturbance or the adoption of 
unwise administrative procedures rather 
than because of any inherent economic im- 
possibility of meeting defense burdens on 
the existing level of prices. 

At the outset of this address attention 
was called to the fact that the present 
war emergency has come at a time when 
the federal debt is of an unprecedented 
magnitude and current deficits are at war- 
time levels. Are we not, therefore, inevita- 
bly faced with so rapid an increase in the 
public debt as to lead to a financial disinte- 
gration which would be followed inevitably 
by inflation? Time permits but the briefest 
statement with respect to this problem. 

It is my conclusion that it should be 
possible to finance the defense program 
without increasing the magnitude of cur- 
rent treasury deficits. An expansion of na- 
tional income of 65 or 70 billions, the re- 
cent level, to from 75 to 80 billions might 
well be expected in 1941-42. (This is on 
the assumption that Great Britain is not 
defeated and that foreign demands _ will 
continue at something like present levels.) 
This rise in national income accompanied 
by increases in taxes should lead to a 
marked increase in federal revenues. At 
the same time the process will be accom- 
panied by a very material reduction in the 
volume of unemployment, and hence in 
the amount of relief and kindred expendi- 
tures. Numerous other types of expendi- 
tures may and should be reduced in the 
interest of the most effective waging of the 
war. The fuller utilization of our national 
resources which the war program involves 
makes it possible to maintain fiscal sta- 
bility. The outcome will depend primarily 
upon the degree of determination mani- 
fested by the fiscal authorities—congres- 
sional and otherwise—to maintain finan- 
cial equilibrium. 
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WHEN CIO LEADERS DISAGREE 


National Convention Will Face Issues That Split Unions in Two States 


Mr. Lewis and Mr. Hillman 
divide over attitude toward 
defense and politics 


Major reorientation of labor unionism 
and Government may begin at Atlantic 
City, N. J., next month. There the Con- 
of Industrial Organizations meets 
on November 18 for its fifth annual con- 
vention. 

Previews of what may happen already 
have been shown. CIO unions in two 
States, New York and Washington, at- 
tempted unsuccessfully to hold conven- 
tions within the last fortnight. Both at- 
tempts failed, the conventions breaking up 
into rival meetings. 

Whether the which these 
State conventions foundered will split the 
entire CIO at its national convention now 
is causing serious speculation. 

At issue within the CIO is that organi- 
zation’s entire relationship to Government 
and to policies of the present Administra- 
tion: (1) should CIO political activity 
be merged with that of the Democratic 
Party; (2) should the CIO support the 
Administration’s policies even 
though it may mean postponing some of 
its long-term objectives; (3) should the 
CIO seriously attempt to reconcile its dif- 
ferences with the AFL, as the President 
has urged; (4) should the CIO formally 
declare its opposition to Communism. 

Leaders of the rival factions are CIO 


gress 


issues on 


defense 
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President John L. Lewis, a veteran of 30 
years in the coal miners’ union and AFL 
politics; and CIO Vice President Sidney 
Hillman, who is also labor member of the 
National Defense Commission. Mr. Hill- 
man successfully built and led an inde- 
pendent union in the highly competitive 
men’s clothing industry. 

Mr. Lewis expects to come to Atlantic 
City with the personal support of a ma- 
jority of the CIO’s leaders. Included 
among his followers will be the left-wing 
unions for whom Michael Quill, president 
of the United Transport Workers Union, 
was floor leader at the New York CIO 
convention. 

Mr. Hillman’s principal support will in- 
clude the large Textile Workers Union, of 
which Emil Rieve is president. He _ will 
have also the blessing of President Roose- 
velt and the government administration. 

At the convention, Mr. Lewis is ex- 
pected to urge CIO leaders to break with 
the two major political parties and launch 
a new labor party. Mr. Hillman will op- 
pose this. 

Mr. Lewis is expected to continue his 
criticism of the Administration’s defense 
policies, arguing that the award of defense 
contracts to non-union companies encour- 
ages opposition to unionism, that the Ad- 
ministration is failing to enforce the Wage 
and Hour Law and has attempted to halt 
vigorous enforcement of the National 
Labor Relations Act. 

Mr. Hillman and his supporters will de- 


fend the Administration’s defense policies. 
They will justify the award of defense 
contracts to such non-unionized firms as 
Bethlehem Steel and Electric Boat Com- 
pany (submarines) as necessary under 
the defense emergency. They will point to 
the Defense Commission’s 
labor policy which 


statement of 
has done much to 
satisfy conservative labor leaders that the 
defense commission not mean to 
break the They will urge that 
unions demands upon em- 
ployers to a minimum, raising wages only 
when necessary to maintain the pre-de- 
fense living standards. They will argue 
that any other course leads to strikes, that 
strikes at this time may bring drastic cur- 
tailment of union liberties. 

Mr. Hillman will urge the necessity for 
reconciliation with the AFL, a necessity 
which Mr. Lewis has denied. 

A flat declaration of the CIO’s opposi- 
tion to Communism will be proposed. Mr. 
Lewis is no 


does 
unions. 


reduce their 


supporter of Communism. 
However, his supporters include a num- 
ber of left-wing union leaders who would 


object to any CIO declaration against 
Communism. 
With two State CIO conventions al- 


ready split, both groups have indicated 
little desire to compromise these issues. 
Should the national CIO split, present 
signs point to attempted reconciliation 
between the Hillman faction and the AFL, 
which will be in annual convention at 
New Orleans, La., at the same time. 
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MICHAEL QUILL 
...in sight at coming CIO convention 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened" 


GEORGE WASHINGTON 





* CAN WE 


INTO A WAR WITH JAPAN? 


By DAVID LAWRENCE 


The American people do not want war with Japan. 
If war is being forced upon us as a consequence of a 
blundering diplomacy, then the American people are 
entitled to: the facts now. Especially are they entitled 
to know why we pursue an aggressive diplomacy that 
compels nations to form alliances against us when we 
are not prepared to go to war against any major na- 
tion or combination of nations. 

The American policy at this moment—based on the 
facts available thus far—does not make sense. Can it 
be that the Administration in its anxiety to win an 
election has been playing with crisis psychology so 
long that it is now getting its fingers burnt? 

The ill-fated consequences of secret diplomacy are 
apparent today. The theory which the President has 
had is that he can conduct all our foreign relations, 
without consulting Congress and even make agree- 
ments with foreign governments, especially belliger- 
ents, to take over air bases and deliver warships and 
expect other nations to regard such steps as peaceful 
and non-belligerent. 

Let us assume it is in the interest of the United 
States to check Japan’s ambitions in the Far East 
with respect to China and the Dutch East Indies. If 
so, why does the Administration allow our defense 
program to bog down? Why is legislation delayed that 
is vitally needed to enable new plants to be built at 
once? Why was not the amortization question—whose 
settlement is the prerequisite to plant expansion— 
disposed of early this summer or a year ago or in 
April 1938 when Admiral Furlong of the Bureau of 
Ordnance in an official letter to the Secretary of the 
Navy and Secretary of the Treasury begged that 
something be done? 

Are we going to repeat the British error of rushing 
into a war when not prepared? Would it not be better 
to bide our time and build up our defenses and get our 
two-ocean navy and then have a day of reckoning? 


PEOPLE BETRAYED 
BY FALSE SENSE 
OF SECURITY 


The answer to this, which some 
may give, is that if Britain is 
defeated we shall not have an 
opportunity to get our two- 
ocean navy. If this is so, then again the Administra- 
tion has betrayed the American people by lulling it 
into a false sense of security when the President has 
had, ever since Munich in 1938, confidential informa- 
tion through our military, naval and diplomatic serv- 


ices to the effect that Germany was bent on war. 

But until the ten year German-Japanese-Italian 
alliance was announced last Friday, America could 
still argue that the United States need only furnish 
aid “short of war” to Britain, and even if the Nazis 
were victorious we would not be immediately attacked. 
The new Axis alliance opens up an entirely different 
aspect. For it means that Japan has virtually entered 
the war alongside Italy and Germany and that if the 
United States finds it necessary to become a belliger- 
ent alongside of Britain, America will find herself 
at war with Japan and Italy. 


AMERICAN FLEET 
STANDS ALONE 
IN THE PACIFIC 


So this was the answer to the 
destroyer-base deal! It might 
have been supposed that our in- 
trusion into the European war 
by furnishing warships would not be taken lightly by 
the Axis powers but would be met by a thrust against 
us wherever possible. The thrust has come ir the Pa- 
cific. The new alliance means our fleet will be stag- 
nated in the Pacific for years to come—at least till the 
two-ocean navy is completed some years hence. 

Our naval experts have constantly advised against 
war with Japan unless we have an ally, presumably 
the British navy’s squadrons, in the Pacific. The Japa- 
nese naval experts have constantly advised against 
war with the United States because they did not wish 
to face a combined British-American naval fleet. 

Now, however, as the fortunes of battle overseas 
appear to be occupying the British fleet and there is 
less chance of British naval aid for America in the Pa- 
cific, Tokyo militarists figure it is time to act. Secre- 
tary Hull told the press last Friday that the negotia- 
tion of an alliance between Japan and Germany was 
well known in advance to our Government and was 
fully taken into consideration in formulating recent 
American policy. 

But when diplomacy is secret and when the Con- 
gress is not taken into the confidence of the Adminis- 
tration and the American people are kept from know- 
ing the facts, there is no way of learning whether the 
United States Government took proper steps to pre- 
vent the Nazis from getting their way at Tokyo. 

It has been revealed in the newspaper dispatches for 
some time—and it was an obvious piece of strategy— 
that the Nazis were trying to wean the Japanese away 
from the British and from ourselves. But we held the 
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“I wholly disapprove of what you say but will 
defend to the death your right to say it.” 


VOLTAIRE 














Secret diplomacy has dragged us to the brink of conflict with a nation that 


has had no intention of attacking us—has our policy forced Japan into * 


Hitler's arms? Importance of revealing all the truth to Congress 


cards. We could strengthen China’s hand. We could 
impose an embargo in exports of strategic materials. 
We could take a chance on our naval strength, espe- 
cially since the British were willing to let us base our 
fleet at Singapore. This meant war or a threat of war. 

But we also had other cards to play. We could have 
become more insistent on a compromise in China so 
that pacification of the Far East would have been ac- 
companied by the promise of American economic co- 
operation. We could have stalled off a crisis in Japan, 
especially since we were preoccupied with develop- 
ments in Europe as they might affect us in the At- 
lantic. But apparently we plunged right ahead without 
regard to the consequences. 

There were many occasions when we might have 
appealed dramatically to public opinion in Japan by 
declaring our willingness to recognize a broader op- 
portunity for Japan in the Far East. 

But we bungled. The President, who is being held 
up to voters as a greatly “experienced” man in for- 
eign policy whilst his opponent is considered to be 
“inexperienced”, revealed a certain instability and 
changeableness which must have puzzled the Japanese. 


ADMINISTRATION’S Thus, on July 5th last, Secretary 
FAR EAST POLICY Hull took issue with the kind of 
IS CONFUSING Monroe Doctrine the Japanese 

were claiming for Asia. Robert 
A. Smith, former New York Times correspondent in 
the Far East, in his new book “Our Future in Asia” 
(The Viking Press, New York) just published, says 
on this point: 


“Unfortunately, some of the force of Mr. Hull’s 
unshakable position was taken away the follow- 
ing day, by the entirely inexplicable second-hand 
statement by President Roosevelt, given out 
through his secretary-spokesman, Stephen Early, 
to the effect that the President thought it quite 
logical that there should be a Monroe Doctrine 
for Europe, another for America, and another for 
Asia. 

“Mr. Roosevelt was quick to see that he, or his 
secretary, or both, had made probably the most 
Significant and certainly the most unnecessary 
blunder in Far Eastern affairs in forty years, and 
he tried to correct the misapprehension the next 
day. But the fat was in the fire. The Tokyo press 


had already broadcast, with terrific enthusiasm, 
the President’s ‘modification’ of the Monroe Doc- 
trine, and his obvious approval of Japan’s aim.” 


UNDERSTANDING 
WITH JAPAN 
STILL POSSIBLE 


Maybe the statement by Early 
wasn’t such a blunder after all, 
but once issued, it should have 
been sustained. Instead Mr. 
Roosevelt issued a disclaimer. It was not printed in 
Japan, but inside the Japanese Government it tended 
to undermine a Cabinet with which America might 
have made an agreement along broad lines. 

Today a pro-Nazi Cabinet is in power in Japan. 
The Nazi influence has been active to alienate Japan 
from America. We still have an opportunity to move 
for peace. The cry of “appeasement” will be raised in 
derision, as if it is ever dishonorable to strive for peace 
with a nation that has never attacked us or showed 
the slightest intention of attacking any of our territory 
or interests in this hemisphere. 

We build high tariff walls to exclude Japanese 
products from competing with our labor here. This is 
right. But why should we then assail Japan for erect- 
ing commercial barriers in a territory which she domi- 
nates? When we put an embargo on gasoline exports 
to Japan, we forced Tokyo to look to the Dutch East 
Indies. That gave Hitler his chance to win the 
Japanese. 

There are many ways by which we can even yet 
reach an understanding with Japan. The alternative 
is to drag the American people into a war for the 
benefit of the Chinese and for the raw materials of the 
Dutch East Indies when we can develop ample substi- 
tutes in the United States to take care of our needs, or 
when there is not the slightest doubt that we could 
make a trade of oil for rubber if the Japanese did 
conquer the Dutch East Indies. 

It is important to discover whether by our secret 
diplomacy we have forced Japan into the arms of 
Hitler. If this is so, then perhaps we now must accept 
the consequences—dragging our youth into a war in 
the Pacific for which the United States is ill-prepared 
and for which it has not the slightest enthusiasm. 

American foreign policy is complicated at best, but 
it would be healthful if realism were placed at the 
helm in Washington by the American people through 
a change of administration. There is no better way to 
avert war and protect all of our interests. 
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Should Enforcement of the Antitrust Laws 
Be Suspended During Defense 


James W. Angell 


NEW YORK CITY; Professor of Economics, 
Columbia University; Collaborator in Na- 
tional Bureau of Economic Rescarch; Vice 
Chairman, Anthracite Coal Industry Com- 
mission of Pa., 1937-38, 


answers: 

Where it is demonstrable from the 
technological point of view that enforce- 
ment would seriously interfere with the 
production of goods needed for defense 
purposes, enforcement should obviously 
be suspended. I suspect there are few gen- 
uine cases of this sort; and I fear, rather 
that suspension of enforcement may be 
used as a shield to conceal exaction of 
profiteer prices from the Government. 


Charles R. Hook 


MIDDLETOWN, OHIO; President, American 
Rolling Mill Co.; Former President, National 
Association of Manufacturers (1938); Mem- 
ber, Business Advisory Council, Department 
of Commerce, 


answers: (by telegraph) 


Your question cannot be answered with 
Yes or No. 

Our antitrust legislation was drafted to 
protect the interest of the public. Any 
action by the Department of Justice or 
any other department of Government 
which obstructs the effective prosecution 
of the defense program is certainly con- 
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CHARLES R. HOOK 
30 


Emergency? 





Announcement by the Depart- 
ment of Justice of an antitrust 
enforcement drive has caused 
widespread discussion as to the 
advisability of such a campaign 
at a time when industry is being 
geared to a vast rearmament 
effort. The National Defense Com- 
mission has declared that threat- 
ened suits against major oil com- 
panies might endanger the defense 





program. To obtain a cross-section 
of authoritative opinion, The 
United States News asked rep- | 
resentative leaders in business, 
economists and others this ques- 
tion: 


Should enforcement of the 
antitrust laws be suspended 
for the duration of the de- 
fense emergency? 

Answers are presented herewith. 








trary to the interest of the people as a 
whole, and should not be undertaken. 

It seems obvious to me that in this 
emergency the Department of Justice 
should be guided largely by the recom- 
mendations of the National Defense Ad- 
visory Commission. 


Thomas H. Mclinnerney 


NEW YORK CITY; President, National Dairy 
Products Corporation; Member, Executive 
Committee, Chamber of Commerce of U. S., 


answers: (by telegraph) 


The antitrust laws should not be used 
to harass business at a time when the 
defense program is of paramount impor- 
tance. I am in accord with views expressed 
by the Defense Commission. 


Thurman Arnold 


WASHINGTON, D.C.; Assistant Attorney 
General cf the United States (in charge of 
antitrust law enforcement), 


answers: 

The present emergency calls for vigor- 
ous enforcement of the antitrust laws. 
This policy will protect the consumer 
against unjustified and arbitrary price in- 
creases; it will permit our industries to 
operate without artificial restrictions, and 
it will make sure that the Government 
receives fair value for every dollar it ex- 
pends in the defense program. 

There is no conflict between this policy 
and the interests of national defense. 
Nothing in the antitrust laws prevents or 
discourages any activity which is in fact 
required by the defense program. Indeed, 
the best assurance of success for that pro- 
gram is the existence of a free economy 


in which industry can use its productive 
capacity to the utmost and full opportunity 
is given for the free play of the enterprise 
and initiative of the American people. 

The preservation of political democracy 
depends to a large extent upon the preser- 
vation of free markets. The antitrust laws 
are our most powerful instrument for 
preserving this economic freedom. This is 
not the time to weaken those laws or to 
falter in their enforcement. 


P. W. Litchfield 


AKRON, OHIO; President and Chairman, 
Goodyear Tire and Rubber Co.; President, 
Goodyear Aircraft Corporation; Member, 
Business Advisory Council, Department of 
Commerce, 


answers: 
In this time of emergency we cannot 


afford to indulge in reckless crusading 
which upsets essential business organiza- 


tions and their established methods of 
doing business. 
On the other hand, however, there 


should be no laxity in enforcing the law 
against acts clearly opposed to public in- 
terest, or acts indulged in by those seek- 
ing to take unpatriotic advantage of our 
national preoccupation with defense needs. 
Careful and patriotic judgment should be 
exercised by the Department of Justice at 
this time. 


Matthew Woll 


NEW YORK CITY; Third Vice President, 
American Federation of Labor, 


answers: 
I presume your inquiry applies to labor 
and labor unions as well as to business 
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The Question of the Week 





men and business organizations and that 
it embraces as well the suspension of 
litigation undertaken or to be undertaken 
by Thurman Arnold, Assistant Attorney 
General, against labor officials and trade 
unions. 

Certainly, I feel the dangers resulting 
from temporary suspension of the enforce- 
ment of the antitrust laws for the dura- 
tion of the defense emergency will be less 
harmful than a continuance of the unwar- 
rantable, unjustified and wholly destruc- 
tive procedure now being followed by Mr. 
Arnold. Whatever evils may develop dur- 
ing a temporary suspension will be more 
than offset by benefits that will accrue to 
the nation as a whole and particularly in 
this period. Then, too, why merely deal 
with suspension of temporary measures 
which at best are merely an expedient? We 
suspended these laws during the NRA 
days and shortly thereafter began pun- 
ishing those whom the Government not 
only urged but helped to organize and 
combine. 

What should be done is to have a com- 
plete revision of the antitrust laws, es- 
pecially in view of current world trends 
and inevitable future industrial and com- 
mercial developments made essential here 
by events taking place abroad. We can 
hardly hope to safeguard and continue our 
free economy unless reasonable, fair and 
voluntary cooperation is encouraged by 
Government instead of being prosecuted 
and persecuted under antiquated laws and 
undue restrictions and limitations and 
specifically when faced with a world de- 
velopment of planned economy adminis- 
tered under totalitarian guidance and 
control. What is needed is government 
control for encouragement of production 
in support of a free economy and not gov- 
ernment control for repression and destruc- 
tion of free enterprise during a _ world 
tendency toward planned economy and 
totalitarian control. 


Gen. Robert E. Wood 


CHICAGO, ILL.; Chairman of the Board, 
Sears, Roebuck & Co.; Deputy Chairman, 
Federal Reserve Bank of Chicago; Acting 
Quartermaster General of the Army in 
World War, 


answers: 

It is very difficult to answer briefly a 
question so sweeping in scope. I do not 
believe that you can suspend the anti- 
trust laws entirely for the duration of the 
defense emergency. On the other hand, I 
think no proceedings should be brought 
without most careful consideration; in 
other words, each case should be consid- 
ered on its merits to see that it does not 
interfere with the defense program. 
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ANY BOY 


can make a motor 

















e For a thing so important to 
modern life, an electric motor is an 
amazingly simple device. Just a few 
pieces of steel, iron and copper, 
wound with coils of wire. Any 
bright boy can follow instructions 
and make one that will run.* 


¢ Yet the most romantic story 
ever told could be written about the 
electric motor. It runs practically 
every mechanical deviceinuse today. 
It turns the wheels of industry. It 
carries people to work from the 
suburbs to the topmost floors of tall 
buildings. It changes housekeeping 
from dreaded drudgery to delight- 
ful adventure. Our daily lives and 
livelihoods depend—more than we 
realize—upon the smooth, effortless 
spin of a thousand electric motors, 


¢ In fact, electric motors are so 
common nowadays that we accept 
them as our primitive ancestors ac- 


cepted air, water and fire. We flick 
a switch—and an automatic razor 
zips off our whiskers. We push a 
button—and our automobile motor 
starts. A faucet turns—and a far- 
away pump delivers water. A vacu- 
um cleaner cleans, an electric fan 
cools, an adding machine adds, a 
phonograph plays—and it’s all au- 
tomatic, as far as most of us are 
concerned. 


e We have been making electric 
motors for a great many years—in 
fact we’ve made millions and mil- 
lions of them. Naturally, we have 
improved their design and construc- 
tion considerably since 1886. We 
can remember when we thought a 
%-horsepower motor, which took 
up more than a cubic foot of room, 
was a pretty commendable achieve- 
ment. Now we can pack the same 
horsepower into a third of the space, 
sell it for less, and save the user a 
big dividend in operating cost. 


e But after all, it’s fitting the 
motor to the job that really counts. 
A %-horsepower motor and a 10- 
horsepower job just can’t be com- 
bined. Neither can an oil rig and a 
motor designed for an air condi- 
tioning system. That is why West- 
inghouse offers stock motors in 
thousands of types, sizes and rat- 
ings. And if none of these is exactly 
what is needed, a special model will 
be built to order. 


e The electric motor is “bread 
and butter” to us—and to almost 
everyone else. The more we learn 
about the jobs it can do, the more 
we can add to its usefulness. Mean- 
while, we keep right on with the 
testing, experimenting and improv- 
ing that have helped to make the 
electric motor the unsung hero of 
American progress. 


% Maybe you know a bright boy who would like to have us send him a little book telling how he 
can make a toy motor that will run. Just write Westinghouse, 306 Fourth Avenue, Pittsburgh, Pa. 














—— Nhe bro and (on of National Issuer. 


Further U.S. Aid 
To Great Britain: 
Editors’ Comment 


Four-fifths of the commenting press is 
convinced that the United States should 
continue and extend its aid to Great 
Pritain by methods “short of war” 
through delivery to that country of Amer- 
ican “flying fortress” type of bombers. 
The remaining one-fifth bases its opposi- 
tion on the premise that the bombers 
cannot be spared and that their delivery 
would be a long step toward complete 
involvement of this country in the Euro- 
pean war. 

“To stand aside in this situation,” con- 
tends the Youngstown (O.) Vindicator 
(Dem.) , “and risk America’s future on the 
chance that Britain can win singlehanded 
is the height of folly. The outcome is 
gravely in doubt.” The Vindicator be- 
lieves that “the formidable long-range 
bombers developed in this country should 
have been in the battle for England long 
ago.” 

A similar attitude is taken by the Phila- 
delphia (Pa.) Record (Ind.), which ar- 
gues: “With victory in a titanic struggle 
hanging by a hair, it may well be that 
American aid in supplies, by its psycho- 
logical effect in encouraging the British, 
tipped the scales of battle. This very fact 
calls for immediate action in sending 
bombers.” 

“Everybody can realize,” states the 
South Bend (Ind.) Tribune (Rep.), “that 
delivery of any of our ‘flying fortresses’ to 


the British will be another long step 





‘BZ-Z-Z!' 


Herblock for NEA Service, Inc. 
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toward complete involvement of the Unit- 
ed States in the European war. It will 
bring us closer to the time when it will 
be contended that the British need Ameri- 
can men as well as American warships and 
airplanes.” 

Looking upon the proposal for British 
aid with favorable eyes, the New York 
Times (Ind. Dem.) suggests that “noth- 
ing is more false than to imagine, as a 
minority of our people still seem to im- 
agine, that every weapon sent to Great 
Britain inevitably weakens American de- 
fense.” The Times qualifies its viewpoint 
in the following observation: “The threat 
against which we are arming with all our 
might is now being held 3,000 miles from 
our shores by the unsleeping patrol of the 
British Navy and by the heroism of the 
Royal Air Force in British skies.” 


The Charlotte (N.C.) News (Dem.) 
maintains that help should be given 


“openly, in bulk and now, not on the in- 
stalment plan from critical time to critical 
time.” 

The St. Paul (Minn.) Pioneer Press 
(Ind.) emphasizing the point that “the 
bombers are of special importance in the 
scheme of American defense, because of 
the great distances which must be pa- 
trolled in meeting the needs of the hemi- 
sphere,” declares “there is a real question 
whether they can be spared.” 

“Any aid extended to the British now,” 
in the judgment of the Savannah (Ga.) 
Morning News (Dem.), “may save Uncle 
Sam greater defense expenditures later 
on.” The Morning News finds that, as to 
the bombers, “perfection of a new model 
lays the basis for declaring the earlier 
ships ‘obsolete’, thereby justifying their 
foreign sale, although they are consid- 
ered by military experts to be superior 


to many of the bombers now engaged 
in the air struggle between England and 
Germany.” 

“Why should delay be necessary?” asks 
the St. Louis (Mo.) Star-Times (Ind.), 
adding that the bombers “would enable 
airmen to reach stretches of Germany and 
Poland, where Nazi factories are now turn- 
ing out aircraft and other armaments for 
the blitzkrieg on England.” 

“Sharing of planes with the British,” 
the Christian Science Monitor (Ind.) 
points out, “is good national defense. The 
planes that go over help to keep war away 
from America. They help also to give 
manufacturers the quantity production 
and experience which mean that planes 
for home defenses will be better and cheap- 


“Probably,” continues the Monitor, “the 
greatest satisfaction to many Americans 
is the knowledge that their country is 
having some part, even though it be small 
and without great risks, in the magnifi- 
cent defense the British people are putting 
up against forces that are equally hostile 
to the ideals of the United States.” 

“It is known,” according to the Wash- 
ington (D.C.) Post (Ind.), “that the pub- 
lic is much more hopeful of a British vic- 
tory than it was a few weeks ago. No 
doubt the resistance of the 
British in the face of devastating air at- 
tacks has intensified the desire in this 
country to lend a helping hand in the 
preservation of British institutions.” 

“What is a measure ‘short of war’?” 
asks the Portsmouth (O.) Times (Ind.). 
“The question wasn’t answered, only side- 
stepped, when legalistic hair splitters 
found a way to transfer destroyers. They 
can split more hairs, no doubt, to transfer 
the flying fortresses.” 


courageous 


Fitzpatrick for St. Louis Post-Dispatch 
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The Pro and Con of National Issues 





Tax-Free Bonds: 
Views of Press 


Abolishment of tax-exempt securities, a 
subject of discussion in Congress in con- 
nection with tax legislation, meets with 
the favor of two-thirds of the commenting 
press. A minority, however, declare any 
such move would be unconstitutional and 
an infringement on States’ rights. 

“As for the poor taxpayers,” says the 
Worcester (Mass.) Evening Gazette 
(Ind.) , “it is a question whether their bur- 
dens are lightened, in the long run, by 
paying a little more interest money on 
local securities, while billions of dollars 
of invested wealth, which might lighten 
their load, go untaxed. A layman can see 
that the long-continued flow of wealth in- 
to untaxed investment tends to dry up 
one particular source of public revenue.” 

“If their bonds were taxable,” declares 
the Kalamazoo (Mich.) Gazette (Ind.), 
“the state and local governments might 
have to increase their interest rates to 
some extent in order to make up for the 
loss, but there are no indications that 
States’ rights would be gravely imperilled 
by the adoption of the policy of abolish- 
ing tax exemptions.” 

The Manchester (N.H.) Union (Rep.) 
argues that “no real objection has been 
raised to the abolition, but a very real 
issue has been raised regarding the method 
of accomplishing it by legislation. A wide 
range of the public rejects this plan and 
insists that a constitutional amendment 
is necessary. Since all of the state govern- 
ments are aligned on this side, it is likely 
that an attempt to make the change by 
legislative fiat would lead to an appeal to 
the Supreme Court.” 

The Baltimore (Md.) Sun (Ind. Dem.) 
says the question “involves a constitutional 
issue which goes to the very root: of our 
theory of state sovereignty.” 

“Tax-exempt securities,” adds the Wall 
Street Journal (Ind.) , “provides a cyclone 
cellar for the possessors of wealth.” 

“The change,” contends the St. Louis 
(Mo.) Star-Times (Ind.), “would tend 
to drive into the productive-investment 
market money which now is hiding in the 
shelter of tax-exempts.” 

“The case against tax exemption,” as 
pointed out by the Oshkosh (Wis.) Daily 
Northwestern (Ind.), “is doubly strong 
today. Under the conscription bill, young 
men will be taken from their jobs and 
homes for military training. Anyone who 
would object to paying a tax on income 
from his bonds in such a time as this is 
contemptible.” 
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Carlisle for Rockford Morning Star 
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(This article represents the result of an 
extensive research on a topic of outstand- 
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Population Slow-Down: 
Is It a Bane or a Boon? 


Our Declining Rate of Growth Poses Grave Problems for Country 


The need of a new stimulus 
to national development if 
stagnation is to be avoided 


Fewer additions were made to the great 
American family in the last 10 years than 
even the experts had estimated. Prelimi- 
nary returns from the 1940 census place 
the country’s population at 131,409,881, 
denoting the smallest increase in the na- 
tion’s history. 

The extent of the slow-down in the 
country’s growth is shown by the fact that 
between 1930 and 1940 population in- 
creased only 7 per cent, compared with a 
growth of 16.1 per cent between 1920 and 
1930. If the present trend continues, the 
United States will have a population of 
about 145,000,000 between 1955 and 1960, 
and after that the number of Americans 
gradually may begin to diminish. 

This prospect raises many questions. 

Is it desirable that the United States 
should stop growing? Will fewer people 
mean less of an unemployment problem? 
Is the “plow-under” idea being extended 
to the human resources of the nation? 
Should something be done to increase the 
rate of population growth? 

Briefly: Is population a new cause for 
worry in this country? 


Some Reasons for Worry 

The answer is that population trends 
are a definite cause for concern. There are 
many reasons for worry. 

Development of the United States has 
been due primarily to a rapid and con- 
stant increase in the population. Because 
each year there were more mouths to 
feed, farmers could till more acres. Because 
constantly there were more backs to be 
clad, factories could make more clothing. 
Because annually there were more marri- 
ages, more homes were built. The simple 
pressure of numbers, in fact, has con- 
tributed importantly to the greatness of 
this country as a nation. 

Today, however, the pressure from 
numbers is decreasing. If the decrease con- 
tinues, the country either must find a 
different spur to development, or begin to 


stagnate. A declining population means a - 


smaller demand for food, for clothing, for 
automobiles, for railroad and theater tick- 
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ets. It could mean fewer opportunities for 
employment and, consequently, a lower 
average standard of living. 

A shrinking population also forecasts an 
older population, for as the number of 
children decrease, the proportion of older 
persons in the population increases. Pres- 
ent trends indicate, for example, that by 
1980 this country will have 22,000,000 
persons over 65 instead of the 7,500,000 
in this age group now. The 1940 census 





—Harris & Ewing 
DR. O. E. BAKER 
His analysis goes deep 


shows that even now there are 1,500,000 
fewer elementary school children than 
there were in 1930. 

A country whose population is growing 
older also may become a country that is 
less progressive, less confident of its fu- 
ture, with fewer leaders who have courage, 
daring and initiative. Population trends 
thus appear to be running counter to the 
current tendency to expand America’s in- 
fluence in the world, to push out into new 


7 ing importance in National Affairs today.) 


regions, to develop the Western Hemi- 
sphere as the United States was developed. 
These tasks call for young hands and 
youthful vision. 

But today fewer children are being 
born into American families. The birth 
rate has fallen from 25 babies for each 
1,000 persons in the population in 1915 
to fewer than 18 babies per 1,000 last 
year. And, the United States is no longer 
increasing its population through immigra- 
tion. During the past decade 30,000 more 
persons left the country than came here, 
contrasted with the millions who once used 
to settle in America each decade. 

The slow-down in population growth 
may be attributed in part to the fact that 
the country has failed to solve the eco- 
nomic problems that have plagued it for 
the past 10 years. Young people, without 
jobs or hope of jobs, have postponed mar- 
riages, and postponed marriages mean 
fewer births. 


Underlying Trends in Decline 

But population trends go deeper than 
this. Dr. O. E. Baker, population expert 
for the Department of Agriculture, points 
out that, in cities and industrial areas, the 
birth rate is smaller than in rural areas. 
One reason is that children are an eco- 
nomic liability to city dwellers and to in- 
dustrial workers. They mean more mouths 
to feed, larger homes to rent, more cloth- 
ing to buy. Population experts use the 
same reason to explain the higher birth 
rate among poor families. Fewer babies 
are born to the rich, they believe, because 
a child threatens to lower the standard of 
living. The 1940 census shows that the 
highest birth rate is in impoverished rural 
areas in the South and that city families 
on relief have higher birth rates than 
other city families. 

These trends are not peculiar to the 
United States. They are apparent in all 
industrial countries. In few countries 
of Europe are enough baby girls being 
born to insure larger numbers in future 
generations. In Europe this tendency is 
recognized as a danger, and steps have 
been taken by governments to stem fall- 
ing birth rates. 

To date, however, only Germany has 
been successful, and German mothers must 
bear still more children if the German pop- 
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ulation is to grow. Inducements to have 
more babies take the form of loans to 
newly married couples, permanent sub- 
sidies for children, and special grants to 
buy furniture and household equipment. 
In addition, the German Government 
gives special benefits to expectant moth- 
ers and lowers income taxes on large fam- 
ilies. 

The success of this policy is demon- 
strated by the fact that, while the Ger- 
man baby crop declined from 1,600,000 
in 1920 to less than 1,000,000 in 1932, 
when the Nazi party came to power, it 
has climbed to more than 1,275,000 today. 
The German birth rate has increased from 
14.7 per 1,000 in 1932 to almost 20, but 
is still below the 28.1 rate that prevailed 
before the first World War. 

Increased business activity in the Unit- 
ed States may be counted upon to in- 
crease the number of births, for popula- 
tion studies have established that the birth 
rate follows the business curve. But popu- 
lation experts see little prospect for main- 
taining a stable or a growing population 
in this country without some positive gov- 
ernment action. Chief purpose of these pol- 
icies should be to make it possible for 
couples who desire large families to have 
them without affecting too seriously their 
standards of living. 


Some Suggested Remedies 

Suggested measures to promote larger 
families include higher income tax exemp- 
tions for dependents, scholarships for 
children, varying with the size of the fam- 
ily, and government provision of more 
opportunities for family recreation and 
vacations. Indications are seen that the 
Government unconsciously may be taking 
steps in this direction. 

An income tax exemption of $400 for 
each dependent is now allowed, Social 
Security laws have been revised to allow 
widows and children greater benefits, the 
Federal Government is extending its voca- 
tional training program, free lunches are 
provided school children in many com- 
munities and rent subsidies are granted on 
United States Housing Authority projects. 
It has been suggested that the Food Stamp 
Plan could well be extended to low income 
families not now on relief. 

These steps, however, were taken more 
to alleviate distress than actually to en- 
courage larger families. 

Results of the 1940 census, furthermore, 
gives rise to the hope that the American 
people may be jolted into the realization 
that the trend of population portends 
more drastic changes in their manner of 
living than any recent changes in the 
policy of the Government or in the con- 
duct of business. 
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To give you a candid view of itself, this telephone wears 
a transparent dress, Shown cut away, so you can see 
still more detail, are the transmitter (the part you talk 
into) and the receiver (the part with which you listen). 

















“You'd never guess this one. 
It says our telephone has 
248 parts.” 


“And think how seldom it 
gets out of order!” 


To Americans, telephoning is second 
nature. They do it 94,000,000 times a 
day. To them, who thus conquer space 
and time, telephones are a common- 
place—these familiar instruments, gate- 
ways to 21,000,000 others in the homes 
and offices of this land. 

Making Bell telephones so well that 
you take them for granted, is the 
achievement of Western Electric crafts- 
men. It’s what they have learned in 
doing that job for 58 years. It’s the 
way they make cable, switchboards, 
vacuum tubes, all the 43,000 designs 
of apparatus for the Bell System. The 
excellence of their workmanship thus 
plays a part in your daily life. 


Western Electric 


... is back of your Bell Telephone service 
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What you as a businessman CAN and CANNOT do 


as a result of federal court and administrative decisions: 


YOU CAN obtain funds from the Gov- 
ernment or from government corporations 
to expand your manufacturing facilities 
for defense work without paying federal 
income taxes on the sums advanced. The 
Internal Revenue Bureau rules that such 
advances will not be considered taxable 
income as long as the Government holds 
title to the properties. 


* * * 


YOU CANNOT offer goods to the Fed- 
eral Government below cost if a state law 
bars sales below cost. A California court 
holds that the California law prohibiting 
sales below cost applies to the Federal 
Government as well as any other buyer. 

* * * 

YOU CANNOT ordinarily buy securi- 
ties at prices higher than prevailing mar- 
ket quotations and use these prices as a 
base from which to calculate gains and 





Conclusions expressed in these 
paragraphs are based upon deci- 
sions and rulings of courts and 
government bureaus. In making 
their decisions, courts and bureaus 
consider many facts which, for rea- 
sons of space, cannot be set forth 
in detail. The purpose of these 
News-Lines is to call attention to 
these important matters. The Unit- | 
ed States News, on written request, 
will refer interested businessmen to 
sources of this basic material. 








losses for income tax purposes when you 
dispose of the securities. The Board of 
Tax Appeals rules that unless persuasive 
evidence is presented to justify the higher 
prices the prevailing market price should 
be used as a base to determine gains or 
losses. 











Ends Should Meet 


(1) Your family’s needs if | 
you were to die and 


(2) Your life insurance to 
provide those needs. 


The Prudential man will be 
glad to help you arrange 
a low cost program. 


The 


Jusurance 


rudential 
Company of America 


Home Office, NEWARK, N. J. 
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YOU CANNOT =lways be successful in 
preventing the Securities and Exchange 
Commission from disclosing data on your 
sales costs and profit margins. This in- 
formation often is necessary to prospec- 
tive investors in securities of your cor- 
poration, the SEC held in overruling a 
contention that disclosures 
would place “* »t a competitive disadvan- 
tage and injure its customer relations. 


company’s 


* * 


YOU CAN depend upon warehouse re- 
ceipts as security for loans if a decision 
of a federal circuit court in California is 
generally upheld. The court held that a 
bank holding warehouse receipts on goods 
of an insolvent borrower was a_ secured 
creditor, and that general creditors could 
not attach the goods under the Uniform 
Warehouse Receipts Act. 


* * * 


YOU CANNOT avoid an order for un- 
paid overtime for all of your employes 
under the Walsh-Healey Act, if you fail 
to keep records distinguishing between 
employes working on government orders 
and those working on private orders. The 
Public Contracts Division has ruled in one 
such case that all employes must be con- 
sidered as engaged on government con- 
tracts. 

* * * 

YOU CANNOT avoid responsibility 
under the Wagner Act to employes of a 
contractor engaged by you to work solely 
for your firm. The National Labor Re- 
lations Board rules that employes of a 
contractor whose sole business is to shift 
merchandise of a manufacturer are em- 
ployes both of the contractor and the 


manufacturer. 
* * ¥* 


YOU CANNOT always avoid a suit by 
a discharged employe for severance pay 
under a labor contract by agreeing ami- 
cably with the union that the employe is 
not entitled to such pay. Unless the con- 
tract provides that “amicable settlements” 
are binding, a New York City court rules, 
the employe is entitled to sue. 


* * * 


YOU CAN now work mechanics and 
laborers on public works contracts longer 
than eight hours a day if you pay them 
time and a half for overtime. The Second 
Supplemental Defense Appropriation Act 
amended the eight-hour law to permit 
longer work periods in one day. 
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More Money in Hands of Public: 
Factors Behind Record Increase 


The amount of money in circulation— 
that is, in bank vaults, in safes and tills, 
in people’s pocketbooks and sewed up in 
mattresses—is now at the highest level 
in the nation’s history. The total for the 
first time exceeds $8,000,000,000. There 
are seasonal fluctuations in this figure, but 
since 1934 a definite, sustained rise has 
occurred. 

What are the factors behind this steady 
upward climb? Has it been due, as some 
commentators have said, to hoarding of 
currency by individuals who fear infla- 
tion? Has it been caused by foreigners 
hoarding American currency? Is it attrib- 
utable to a heavy increase in the use of 
coins? 

Here are the answers from authoritative 
government sources. The rise in money in 
circulation has been due to a vast num- 
ber of causes. One definite factor has been 
the improvement in business in the last 
six years, and the greater demand for 
currency to meet pay rolls and consumer 
expenditures. The other factors are hid- 
den and not so well understood. Hoard- 
ing of currency by individuals has in- 
creased, but there is little evidence that 
fear of inflation is an important motive. 
Shipments of American currency to 
Europe have been small in the last years. 
But foreigners undoubtedly are holding 
substantial amounts of currency in safe 
deposit boxes in this country. 

Circulation of coins and bills in denomi- 
nations of $20 and less has increased by 
nearly $1,500,000,000 in the last six years. 
Sales taxes imposed by states have caused 
a great increase in the demand for coins. 
Other factors are payments by the Gov- 
ernment for relief and for similar purposes, 
made to people who do not carry bank ac- 
counts and therefore use currency instead 
of writing checks. 

Officials are convinced, in fact, that one 
of the most important reasons for the gain 
in money circulation has been the decline 
in recent years in payment by check. The 
trend toward check payments was upward 
during the 1920s. In the depression period 
this trend has been reversed. The growing 
tendency of banks to impose service 
charges and the high minimum balance re- 
quirements for checking accounts undoubt- 
edly are largely responsible for this, offi- 
cals explain. 

There is no disposition, however, to 
blame the banks. Several of the basic fac- 
tors behind the circulation rise are associ- 
ated with the vast increase in recent years 
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in the volume of idle bank funds and the 
consequent decline in interest rates—and, 
therefore, in the earning power of money. 
The Federal Reserve Board said _re- 
cently that the factors responsible for the 
circulation rise in recent years were com- 
pletely different from those that prevailed 
in the 1930-33 period, when frightened 
bank depositors sent the circulation figure: 
skyrocketing by drawing money out of 
banks and concealing it in their homes. 





The hoarding that is being done is due 
in large measure to indifference, officials 
believe, since banks no longer pay inter- 
est on checking accounts and there is little 
or no loss of income by keeping money in 
currency form. Banks are keeping part of 
their idle funds in the form of vault cash. 
Business concerns are not in a rush, as 
they once were, to deposit their cash in 
banks. Individuals are holding 
their savings in currency form. 


part of 
Some of 








them still may be unwilling to trust banks, 
owing to the failures of a few years ago. 
Many banks, moreover, refuse to accept 
large time or savings deposits. There has 
been a decline in the number of banks, 
and consequently of banking facilities. 

Some of the money hoarded in the early 
depression years, officials believe, never 
came out of mattresses and socks. This 
would account for part of the present 
circulation volume. 

The current controversy in Congress 
over the excess profits tax has raised a 
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basic issue. It is this: Shall corporations 
enjoying a high rate of prosperity in the 
period before the defense program began 
be compelled to pay more taxes than 
those not so prosperous? 

The issue was raised by the Treasury, 
which has tried to get as much revenue 
as possible out of the excess profits 
tax. Prevailing opinion is that the ques- 
tion will be revived at the next session 
of Congress, regardless of the settle- 
ment reached in the present excess profits 
tax bill. 

The Treasury wanted to apply the ex- 
cess profits tax to corporations according 
to the ratio of their earnings to their in- 
vested capital. It was willing to allow 
corporations to earn, free of the tax, as 
much on their invested capital as they 
did in the four years preceding the de- 
fense emergency. But if they earned more 
than 10 per cent on invested capital, the 
Treasury wanted the excess profits tax 
to apply to this excess. 

Those opposing this idea insisted that 
corporations should be permitted to earn, 
free of the tax, as much as they did in the 
four pre-emergency years, regardless of 
whether it was more than 10 per cent of 
their invested capital. 

The House passed excess profits tax 
provisions which leaned part way toward 
the Treasury theory. It voted to give 
corporations the option of a tax-free in- 
come deduction equal to what they earned 
on invested capital in the four pre-emer- 
gency years, subject to a 10 per cent 
maximum, or simply what they earned in 
these years. 

Naturally, if they earned more than 10 
per cent, they would choose the latter 
method, since they would pay less tax. 
But if they chose this method, under the 
House plan, they would have to add 4.1 
per cent to their normal income tax and 
also pay a 5 per cent higher excess profits 
tax. 

The Senate, under the leadership of 
Senator Harrison (Dem.), Mississippi, 
Finance Committee chairman, balked at 
this, describing it as a penalty tax on 
corporations that were prosperous before 
the defense emergency began. It voted 
to allow corporations a tax-free income 
deduction equal to 8 per cent on their 
invested capital or what they earned in the 
four pre-emergency years, with no strings 
attached. To make up for loss of revenue, 
it adopted a 3.1 per cent increase in the 
normal income tax on corporations. 

Last week a conference committee of 
the House and Senate met to work out a 
compromise between the House and Sen- 
ate proposals. It was the penalty tax 
issue, however, that delayed their efforts 
for so long. 
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Spread of war activities to Egypt, Colonial Africa, Palestine and Indo- 
China threatens closing of more areas to American shipping. It may shut off im- 
portant raw material imports and augments chances of U. S. embroilment, forcing 
shifts in production, labor and markets--along with sharply intensified govern- 
ment controls ... . Concerted German-Italian-Japanese drive on British empire is 
an assault on existing world economy and basic framework of American business, 
but danger of an upset from lightning conquest of British Isles is moderated and 
immediate business situation strengthened . .. . FRB index, now around 125, is 
expected to advance for remainder of year and reach new high. 
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Way in which struggle for trade and capital outlets in Latin America is 
shaping up is revealed in Uruguay's prosecution of Nazi elements for supposedly 
plotting to make that country a German colony, and by Argentina's embargo of im- 
ports from U. S.--apparently to strengthen her bargaining position in negotiations 
for Export-Import Bank loan. Shows two problems facing this country: (1) to 
make hemisphere defense real--a tremendous order; and (2) to enable Latin America 
to get dollar exchange for purchases here... . Note: In first year of war U. S. 
exports to Latin America increased nearly twice as much as imports from that 
region. Loans are essentially a stop-gap. Permanent balance can be attained 
only--if at all--by greater takings of Latin-American goods, either to replace 
imports from other countries (the Orient) or to supply growing needs of an indus- 
trial expansion . .. . Progressive closing of other markets facilitates this 
by forcing our trade southward. 




















Business, eyeing prospective defense needs, still surges forward . «. .« -« 
Markets for copper, lead and zine spurt as demand exceeds supply ... . Prices 
generally firm to strong... . Auto output, crowded to limit, will approach 300,000 
in September and is scheduled for fourth-quarter record around 1,350,000. Retail 
demand strong, dealers already reordering . .. . Home building largest since 
1929. FHA estimates at least 500,000 units for year, 8 per cent over 1939 and 
equal to 1929. Increased employment and income to bring further gains. Con- 
gress expected to vote $338,000,000 for barracks--equal to two good months for 
whole industry ... . Rural retail sales in August up 1l per cent from correspond- 
ing month in 1939. Retail store buying lags behind sales--shortage of stocks 
later if trade holds .... U. S. exports in August went back up to $350,000,000 
level--10 per cent gain over July. Increases in metals, machinery and vehicles; 
decreases in surplus war materials and farm products. Outlook clouded. 



















Prospects for new corporate financing continue somewhat obscure... . only 
$11,576,000 bond flotations in third week of September, mostly tax-exempts .... 
™ pickup in SEC registrations lately suggests increased activity, but with Commis- 
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THE TREND OF BUSINESS-- (Continued) 


sion's discretionary authority over the "waiting period" and various tax and war 
uncertainties affecting timing of issues, observers find outlook hard to judge. 


% * * 


Surpluses of staple commodities are accumulating at a pace likely to bring 
further subsidized consumption and increased government control of agricultural 
markets and exports. Surplus Commodities Corporation is expected to have at end 
of present season around 11,700,000 bales of cotton, 300,000,000 bushels of wheat 
and half a billion bushels of corn. Will represent an investment--with accrued 
carrying charges--of about $1,250,000,000 ... . These supplies can, in the end, 
only be sold, destroyed or given away. More free food and textile cards, sub- 
sidized exports (dumping), etc. 





Minimum prices for soft coal go into effect October 1, covering sales at 
mines of 12,500 operators. Establishment of price controls and marketing regu- 
lations completes three-year task, begun under Bituminous Coal Act of 1937. 
Time required demonstrates difficulties connected with government price fixing. 
No change expected in wholesale or retail prices of fuel. 





Pipeline construction is staging a comeback--6,000 miles to cost $100 ,000,- 
000 predicted for 1940, best in 10 years. Trade authority states at least that 
much is assured for next year. Four new natural gas systems planned connecting 
Mid-Continent fields with Northeastern and Southeastern markets ... . Sidelight 
on Defense Commission's recent protest against proposed antitrust suit against 
big oil companies on ground it would interfere with militarily essential pipeline 
building. 








* x a 


Exigencies of national defense, coupled with progress in dietary science, 
may foreshadow important changes in food industries. California Institute of 
Technology head, Dr. Robert A. Millikan, recommends that foods be "fortified" by 
addition of full complement of vitamins in order to "spark" the nation into 
increased efficiency for defense effort. Cost is estimated at only $l per year 
per person. Vitamins would be secured from halibut liver oil, soybean and cot- 
tonseed meal, and brewers’ yeast sludge--largely waste products. 











% * * 


War and post-war economic situation outlined by Herbert Hoover in his Phila- 
delphia speech, interestingly, is rather similar to that on which New Deal econ- 
omists base predictions of a largely "closed," nationalistic economy and more 
governmental planning of business and industry. Mr. Hoover foresees "years of 
Stupendous expenditure" on armaments, diminished exports, floods of low-cost 
imports; a "breakdown" of international credit and trade, a "greatly limited" use 
of gold, extension of barter trade, and reduced living standards . .. . He be- 
lieves “we may be forced" to adopt import quotas and measures of economic 
self-sufficiency ... . Forecast assumes sufficient totalitarian success in war 
to secure control of 60 per cent of world's population and 40 per cent of inter- 
national trade. Outright totalitarian defeat naturally would result in a differ- 
ent, though possibly not much more economically favorable, picture--at least for 
some years. Mr. Hoover's solution is increase in technological efficiency and 
private enterprise, not more government planning. 
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Key Man of Two-Ocean Navy... . 
The New Democratic House Leader 


James V. Forrestal 


Under Secretary of the Navy 
brings in the driving power of the 
business executive 


James V. Forrestal, the first man to 
hold the newly created position of Under 
Secretary of the Navy, has brought to 
the government service the driving power 
of the business executive. As a result, the 
two-ocean Navy, planned to meet totali- 


-Wide World 


UNDER SECRETARY FORRESTAL 


tarian threats on the seas, is off to a good 
start. 

Mr. Forrestal is credited with a large 
share of the speed with which contracts, 
intended to bring about the expanded 
Navy, have been let. When the $5,000,- 
000,000 Defense Appropriation Bill be- 
came law, he was Acting Secretary of the 
Navy and immediately announced a 
Rumber of new naval contracts. He had 
hurried to get them ready as soon as the 
bill became law. 

He is hard at work on the various 
Phases of the defense program, such as 
Providing armor plate plants and_ ship- 
building facilities. He runs his office, as- 
Sciates say, in a thoroughly business-like 
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way, and has done effective work in pro- 
tecting the Government’s interest while 
carrying out defense plans. 

Asked what his hobby is, the new mem- 
ber of the “little cabinet” replied, “Ob- 
scurity.” He is not inclined to talk about 
himself. 

For recreation, Mr. Forrestal plays golf 
and tennis. He shoots what he regards as 
a “reasonable” golf score—around 85. 

He was born 48 years ago in Beacon, 
N.Y., which is in Dutchess County. 
President Roosevelt likewise is from 
Dutchess County. Mr. Forrestal has 
known him since he ran for the New York 
State Senate about 30 years ago. 


A Presidential Assistant 

Mr. Forrestal came to Washington at 
the President’s request as one of his ad- 
ministrative assistants. A qualification 
for these jobs is a “passion for ano- 
nymity.” His assignment was to handle 
Latin-American problems. Later, when 
Congress created the position of Under 
Secretary of the Navy, Mr. Forrestal was 
transferred to that place. 

After attending public schools in Bea- 
con, he became a newspaper reporter, 
working for newspapers in his home town 
and in Poughkeepsie and Mt. Vernon, 
N. Y., continuing newspaper work to some 
extent after entering college. 

Mr. Forrestal attended Dartmouth Col- 
lege for a year, and thereafter transferred 
to Princeton University, where he worked 
his way through. He was graduated in 
1915. His participation in athletics was 
confined to playing tennis and wrestling. 
He took an active part in undergraduate 
affairs, was editor of The Daily Prince- 
tonian, university newspaper, and was a 
member of the student body council. 

After leaving college, he obtained em- 
ployment with the New Jersey Zinc Com- 
pany as a clerk, and later sold cigarettes 
for the Tobacco Products Company. 
Toward the end of 1915 or early part of 
1916, he became a bond salesman with the 
banking firm of William A. Read and 
Company, which subsequently changed to 
Dillon, Read and Company. 

He continued with the banking firm 
until recently, although during the World 
War he took time out to become an avia- 
tor in the Navy. He trained with the Royal 
Flying Corps in Canada because of the 
lack of training facilities in this country, 
and was stationed in Washington and at 
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Hampton Roads and at other naval 
stations. 

Mr. Forrestal took up boxing as a pas- 
time and for exercise after leaving college. 
As a result, he has a broken nose. 


He is married and father of two boys. 


John W. McCormack 


Strenuous ready talker, 
the new House majority leader 
came up the hard way 


worker, 


Back around the turn of the century 
there was no political campaign in Boston, 
and especially in South Boston, which 
was complete without its series of torch- 
light parades. And no torchlight parade 
in South Boston in that era was complete 
without the presence in the marching ranks 
of a bright-faced young Irish lad with 
short legs but strong heart who kept pace 
with the best of them. 

That lad was John W. McCormack, who 
last week was elected by his Democratic 
colleagues of the House of Representa- 
tives as majority floor leader. Floor Leader 
McCormack has come a long way since 
those early days in South Boston and 
he has come the hard but the 


way, 


Spor 


—_s 





Syracuse, N. Y. 
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MAJORITY LEADER McCORMACK 


point to emphasize is that he has arrived. 

It was shortly after he had hung out 
his shingle as a lawyer in his home city 
that he entered politics, by becoming a 
member of the Massachusetts Constitu- 
tional Convention of 1917-1918. He was 
later in the armed service in the World 
War. His public career has been continu- 
ous since 1920. 

In that year the stalwart Bostonian be- 
came a member of the Massachusetts 
House of Representatives, where he served 
through 1922. Then he went to the State 
Senate for four years. 

Mr. McCormack came to Washington 
first to fill a vacancy caused by death. 
That was in the Seventieth Congress and 
he has been re-elected every two years 
since. 

The new floor leader of the House Demo- 
crats has what politicians call the gift of 
gab. He is ready in debate, has a keen 
wit and a penetrating sarcasm which he 
can turn loose at will and does when 
partisanship becomes rampant in House 
debate. He is above the average in height 
and has a voice which requires no public 
address system to carry throughout the 
House chamber. 

Mr. McCormack is a hard worker, apply- 
ing himself earnestly in behalf of his con- 
stituents and on his committee assignments. 
He is a member of the important Ways 
and Means Committee. 

He has taken little interest in the social 
life of the national capital. He is married 
but has no children. If he has a hobby 
outside of work and politics no one seems 
to know what it is. 


42 THE UNITED STATES NEWS 





Epr 
ment 
not i 
with 
initial 


Aid 
Sir: 
rality: 
antici) 
Britai 
Sept. 
If t 
hold | 
Britai 
have 
when 
Denv 


Shor 


Sir: 
barga 
hours 
ties a 
ize |} 
buyin 
ment: 
New 
third 

I 
retire 
whoe 
Presi 
this | 
Brow 
net 1 
Pitts 


lf B 

Sin 
(US 
ment 
natic 














lhe Yeas aud Way§——§ 


Title Reg. U.S. Pat. 








Epitor’s Note: Brief letters of com- There is food for thought in that preg- 
ment and suggestions are invited. Those nant sentence. Every citizen who believes 
not intended for publication, and those in our democracy should read it and think 
with which writers desire to have only it through. Just what plans are hatching 
initials used, should be so marked. in the secretive, mercurial brain of Roose- 

velt? If Great Britain falls, and the U.S. 
Aid of British Fleet becomes heir to her power, is it to be just 


. e 
Sir:—If you deplore “Forgotten Mo- 2 third term for him or does he hope to Great hiskies 


— become heir, too? 
rality?” (U.S.N., Sept. 20), why do you ms e 
anticipate the aid of the British fleet if Ellensburg, Wash. S. J. Munson | Skillfully 
Britain is conquered (Newsgram, U.S.N., io a 
Sept. 20) ? “Wi dded” i O 
If the United States is willing to with- An Ideological War | eade into ne 
hold help from Great Britain, and if Great Sir:—Your Newsgram of Sept. 13 is just | 
Britain falls, what moral right will we about as haywire as it well could be. Your 
have to expect the British fleet to help us idea of the invincibility of the United 


when our turn comes? _ States shows that, like Mr. Roosevelt, you 
Denver, Colo. Bentitey McMULLIN are not correctly informed. You lay too 
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Sir:—Mr. Willkie indorses: collective After the fall of British plutocracy, all | 
bargaining, minimum wages, maximum of Europe will fall under the German 


hours, federal control of utilities, securi- economy, and consolidation will be rapid NLY IN GOLDEN WEDDING 


ties and banking, petting farmers to equal- and _ efficient. The conflicting economy can you enjoy at one time 
ize petted manufacturers, co-operative which President Roosevelt seeks to estab- the rare qualities of five prize 
buying and selling, unemployment pay- lish in opposition to the Nazi system will whiskies—all 4 yrs. or more old! 


Each sipped alone would be su- 
perb—but would lack the rich, 
full taste of all five ‘‘wedded”’ 
into Golden Wedding. 


ments, old-age pensions. Accepting these invite an ideological war, and the United 
New Deal communistic nostrums, the States, in a pitiably defenseless condition, 
third term is the parties’ only difference. will not be given time to train and arm 
I propose that Wallace and McNary her millions of conscripts before a totali- 
retire and Roosevelt and Willkie agree that __tarian coalition will be at her throat. 
whoever gets the largest vote becomes You will laugh at this, but the laugh is 
President and the other Vice President. In on you. After the European gains have 
this setting, Norman Thomas and Earle been consolidated, the kind of coalition 
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Browder would fit in beautifully as Cabi- that is prepared to move against the 50 Years’’ 
net members. United States under strategy already 
Pittsburgh, Pa. H. W. NoreN mapped will be capable of cleaning up this 

. * es country within thirty to thirty-five days 


os after commencement of hostilities. 

If Britain Falls The undersigned suggested the type of 
Sir:—I quote from the Newsgram, defenses required to meet the strategy of 

(US.N., Sept. 13), “the Roosevelt agree- invasion six years ago, but the Govern- 

ment paves the way for continued domi- ment was, and is, dumb. The super-defense 

nation by the US., as heir to her share of | system should have been completed by not 

sea power, if Great Britain is defeated.” later than March, 1941. 

(Italics mine.) Seattle, Wash. Joun F. Hawkins 
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Repeal For Neutrality Act? ... Concern Over 
Prices .. . Narrowing Odds on War For U.S. 


White House is advised that, owing to 
internal economic strains, Japan might 
readily be a push-over in any brush 
she may insist on having with the 
United States. 


xk * 


Plans already are taking shape for a 
drive to repeal this country’s Neu- 
trality Act once the 1940 election is 
out of the way. Officials see the time 
not far distant when Canada and 
Britain will seek credits. 


xk * 


On the inside, odds that the United 
States can avoid active participation 
in war are narrowing. Shift from pres- 
ent non-belligerency to more open war 
efforts—whether or not called by that 
name—is regarded as not a long one 
to make. 


x * * 


New Dealers now interested in de- 
fense are very worried about what 
New Dealers still interested in reform 
may do to defense plans through en- 
forcement of antitrust laws. 


2 &@ ®& 


Mr. Roosevelt is being complimented 
by. some defense advisers on what 
they say is his outmaneuvering of 
CIO’s John L. Lewis. 


x *k 


The Hatch Act that denies the right of 
government workers to take active 
part in campaigning is credited with 
causing Tom Corcoran to sever his 
connection with the Government. 
Opinion inside is divided on whether 
or not this severance is permanent, like 
that of former White House adviser 
Rexford Tugwell. 


x & ® 


New Dealers are increasingly con- 
cerned about the absence of any gov- 
ernment power to do anything about 
a price rise that might grow out of 
vast defense spending and might touch 
off an upward spiral in some in- 
dustries. 
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Treasury would like to revive the un- 
distributed profits tax on the ground 
that the New Deal tax, repealed by 
Congress, really was more equitable 
than the excess profits tax that is go- 
ing to take its place. 


xk * 


Diplomatic advices have it that the 
British Government rather rapidly is 
evacuating sections of London. 


x * * 


Possibility of a negotiated peace be- 
tween Germany and England still is 
referred to in informed quarters of 
this Government as a possibility. 


x k * 


Inside quarters are saying that Ger- 
many’s warplane production rate is 
now set at a maximum of 4,000 planes 
a month and a minimum of 3.000; that 
to date Hitler has used only one-third 
of his air force, the remaining two- 
thirds comprising his latest and best- 
equipped models. 


xk * 


Inside reports are that all Wallace’s 
campaign speeches are pre-viewed by 


Roosevelt, that Wallace utterances 
are, in fact, the sentiments of the 
President. 


xk 


The Defense Commission is moving 
carefully to obtain co-operation of or- 
ganized labor as well as industry in 
adoption of new industrial techniques 
whereby skilled labor operations will 
be subdivided so that new men can be 
trained quickly and the available sup- 
ply of skilled labor utilized to best ad- 
vantage. By this system, instead of the 
usual four-year apprentice program, 
it is hoped industry can avoid any 
serious shortages in skilled workers. 


xk * 


Close studies are being made of pos- 
sibility of purchases from Latin Amer- 
ica to bolster stocks of defense sup- 
plies. Announcement may be ex- 
pected soon of the first—a 250,000 








to 500,000-ton order for nitrate from 
Chile. 


x & @ 


The word “war” in relation to the 
United States position is entering 
openly into the conversations of im- 
portant officials here for the first time. 


x * * 


State Department is giving intense 
thought to the problem of discover- 
ing a formula that will permit closer 
Russian-American relations, in the 
light of Japan’s new alliance with 
Germany. 


xk * 


The Dies Committee on Un-American 
Activities will pass out of existence 
next January and good opinion is that 
it will not be renewed. Rather, the 
House proposes to permit matters to 
simmer awhile in the new Congress, 
then establish a new committee, with 
a different personnel. 


xk * 


War Department functions will be re- 
assigned as soon as Congress creates 
the office of Under Secretary and it 
has been filled. Secretary Stimson will 
take over supervision of contacts with 
industry, formerly .assigned to the 
Assistant Secretary. 


x * * 


Private capital is expected to flow 
heavily into defense contracts with 
final enactment of a bill, against 
which no objections have been raised) 
which would permit claims against 
the Government to be assigned ty 
banks. Under such permission, con} 
tracts with the Government could bd 
used as collateral for bank loans, an 
act now forbidden. | 


zx*e* 


Little likelihood exists that the British 
will be given any of the Army’s “fly- 
ing fortresses’, it is said, but they 
may be permitted to take over con- 
tracts for some long-range supet- 
bombers now being built. 
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into law an Act of Congress providing for the registration 

and regulation of investment companies by the Securities and 
- Exchange Commission. 
- It is only natural that we should heartily endorse this legisla- 
rat 
the tion. The Commission invited Investors Syndicate and other 
to investment companies to cooperate in its development. The new 
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“ith law represents the combined thinking of both the Commission 

and the industry. 

We welcome this legislation; we welcome the benefits it will 
vei bring to our company and our contract holders; we welcome 
ates 
dit the benefits it will bring to the investment business. 
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th As the largest investment contract company in the field, we are 
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“Yes, sir, the slower-burning cigarette is aces with me. | like 





all those extras in Camels including the extra smoking” 


STRATOSPHERE PIONEER “TOMMY” TOMLINSON, 
VICE-PRESIDENT and CHIEF ENGINEER of TWA 


140, R. J. Reynolds Tob. Co., Winston-Salem, N. C, 


He outflew the weather for 
Extra Speed 


IN THIS “FLYING TEST TUBE,” above, 
“Tommy” Tomlinson pioneered the Strat- 
oliner. In rain, snow, hail, and sleet, he 
“asked for trouble” to prove that high- 
altitude planes can fly over most bad 
weather—achieve extra comfort and extra 
speed. He likes flying... likes Camel ciga- 
rettes: “There’s never a time—no matter 
how much I smoke—that I don’t get a 
fresh thrill out of a slow-burning Camel.” 


GET THE EXTRAS”_WITH SLOWER-BURNING CAMELS 


He turned to Camels for 
Extra Mildness 


TWENTY YEARS—7,000 hours of 
flying —more hours above 30,000 feet 
than any other flyer. 19 national rec- 
ords for speed and endurance. That’s 
the flying log of “Tommy” Tomlinson 
above. His smoking log would read: “I 
changed to Camels and got extra mild- 
ness with a grand flavor.” 


SKILL, VISION, PERSEVERANCE 
...the qualities of the pioneer— 
“Tommy” Tomlinson has them all—in 
extra measure. Mildness, coolness, fla- 
vor—the qualities of a fine cigarette— 
Camels have them all...with that extra 
measure of each that has made them 
America’s favorite. 

Slower-burning Camels give you the 
natural mildness and coolness of cost- 
lier tobaccos plus freedom from excess 
heat. Try Camels. Get the extras—in- 
cluding extra smoking (see right). 


THE CIGARETTE OF COSTLIER TOBACCOS 


Just before the maiden 
flights of America’s first 
Stratoliners — stratosphere 
ace “Tommy” Tomlinson 
(center) takes time to enjoy 
a slow-burning Camel with 
pilots Otis F. Bryan (/eft) 
and John E, Harlin (righf). 


EXTRA mupness 
EXTRA cooiness 
EXTRA rtavor 


In recent laboratory tests, CAMELS 
burned 25% slower than the aver- 
age of the 15 other of the largest- 
selling brands tested—slower than 
any of them. That means, on the 
average, a smoking plus equal to 


9 EXTRA SMOKES 
PER PACK! 


CROCE QUALITY 











